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Before the Board ...Your Client’s Small Trust! 


Now — with a new service from Bank of 
America — for funds starting as low as 
$5,000 your client can establish a Small 
Trust for his wife, for the education of his 
children, parents, friends or for his favorite 
charity. 

Under this new arrangement a Small 
Trust will receive all the specialized service 
and benefits previously restricted by oper- 
ational costs to much larger trusts. 


As one of its several investment services, 
Bank of America operates a Common 
Trust Fund. This enables a Small Trust 
to secure broad diversification in invest- 


ments and more stability of income — ad- 
vantages not usually available for trusts 
of limited size. Investment in this Com- 
mon Trust Fund may be made if a Small 
Trust is created and used for true trust 
purposes. 


Learn what an invaluable part a Small 
Trust can play in the management and 
disposition of your client’s over-all estate! 
Our Trust Officers will be happy to furnish 
you with complete information. 


Bank of America 


NATIONAL 28981482 ASSOCIATION 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Listen to DON WILSON— 
| When it comes to property insurance, the man to see 
is The Home Insurance agent in your town. 


And listen to the JACK BENNY SHOW every Sunday 
over your local CBS Radio station, 


sponsored by THE HOME 


Casurence Company 
Home Office: 59 Maiden Lane, New York 8, N. Y. 
FIRE «- AUTOMOBILE -+- MARINE 


The Home Indemnity Company, an affiliate, writes 
Casualty Insurance, Fidelity and Surety Bonds 
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In a sense, this is not a business call: an 
investor whose securities we manage is 
taking his family on a tour of the financial 
district. Along with the Stock Exchanges 
and Wall Street he includes, as a matter 
of course, a visit with his friends at the 
United States Trust Company. 

For the family, it is part of sight- 
seeing ; for us, it is an opportunity to get 





Putte 


37 Broad Street, 








to know young people we may see often 
in years to come. 

For both the family and for us, it 
is an important chapter in the mutual 
confidence and understanding on which 
every trust relationship depends. 

This visit —time out for friendship — 
may prove to be wonderfully helpful in 
the year 19xx. 
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Cover Picture . . . Library of the University 
of Mexico. The ten story windowless struc- 
ture faces the University’s great quadrangle, 
its external walls completely covered with 
mosaic murals executed in natural colored 
stones from various parts of the Republic. 
The murals represent phases of Mexican 
history from the Pre-Hispanic to the mod- 
ern. The west wall, shown here, contains 
the University shield in the upper center. 
The left side of the wall represents Euro- 
pean influence and the right portrays Mex- 
ican Indian influence in present day Mexico 
. . . The University is over 400 years old, 
but moved from downtown Mexico City to 
the present site 10 miles south in 1950. The 
new 1,500 acre campus — “University City” 
— built in four years for approximately 
$25,000,000, contains buildings of learning, 
sports areas, dormitories, and homes for 
faculty and employees. There are 26,000 
regular students, as well as a famous sum- 
mer school. Courses include the sciences, 
humanities, law, commerce, engineering and 
medicine . . . Mexican trust services are 
described in this issue at page 69. 

Photo from American Airlines 
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Council Broadened 


The trust officers and life under- 
writers in our Life Insurance and Trust 
Council had discussed over a period of 
years the admission of attorneys and 
certified public accountants to our 
group. After Mr. Walter J. McLaren 
published his article “Trends in Coun- 
cils” in the April 1957 issue of Trusts 
AND EsTATES, we took this matter under 
more serious consideration, after having 
corresponded directly with Mr. Mc- 
Laren. 

At our meeting on October 7, our 
group voted to change its name to Estate 
Planning Council and simultaneously 
voted to admit attorneys and CPAs to 
membership. Mr. McLaren’s survey and 
article was the motivating force behind 
our action and we are now confident 
that we can better serve the estate plan- 
ning needs of our community. 

W. Lane Abernathy, 

Council President 

(First American National Bank) 
Nashville, Tenn. 


English Corporate Trustee Practice 


Under the above heading in your 
November issue (p. 1071) a correspon- 
dent who, no doubt for good reason, 
wishes to remain anonymous, gave the 
stock arguments so often appearing in 
trust corporations’ advertisements, but 
they do not really dispose of the objec- 
tions “justifiably based on cases,” as 
your correspondent observes, that have 
come under my notice. I take two recent 
illustrations. 

In the first, a testator, one of the 
founders of a large family business 
which was at the date of his death a 
public company of the highest standing, 
held a large block of shares in the com- 
pany. The investment clause was drawn 
in the widest possible terms. The trust 
corporation, after referring to head of- 
fice, decided to sell out the whole estate 

(Continued on page 34) 





tion Trust Division will meet at the Waldorf-Astoria in New York | 
February 10-12. After the address of Walter Kennedy, president of 
the Trust Division and of First National Bank, Montgomery, Ala., 
on The Obligations of Trust Service, the conference will hear Austin 
W. Scott, professor of law, Harvard Law School, on Pour-Over Trusts. 
Thomas C. Hennings, Sr., former president of the Trust Division, will 
speak on Errata and Merrill Anderson, president, Merrill Anderson Co.., 
Inc., New York, will discuss The Art of Trust Advertising. 


first, Donald Ross, trust officer, Proctor Trust Co., Proctor, Vt., will 
present A Common Trust Fund for a Smaller Trust Department? and 
Joseph R. Wyatt, Jr., trust officer First National Trust & Savings Bank, 
Lynchburg, Va., will discuss a Trust Accounting System That Can 
Expand. John D. Hartman, vice president and trust officer, Poudre 
Valley National Bank, Fort Collins, Colo., will lead a panel on Problems 
of Smaller Trust Departments. 


McNeill, assistant general counsel, American Bankers Association, 
Washington, D. C., will present Registration and Reporting of Welfare 
and Pension Plans Legislation. Cecil P. Bronston, vice president, Con- | 
tinental Illinois National Bank & Trust Co., Chicago, will speak on 


Perkins, New York, on The Model Fiduciaries’ Securities Transfer Act. 


of Kennett, Mo. Don H. McLucas, vice president, The Northern Trust 
Co., Chicago, will speak on Discretionary Trusts and Arthur B. 
Pfleiderer, vice president, Detroit Bank & Trust Co., on A Case Study 
on Handling Businesses in Trust. Dr. Marcus Nadler, professor of 
finance, New York University, will address the session. 
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AMERICAN BANKERS ASSOCIATION LIBRAR 


MID-WINTER TRUST CONFERENCE /~ 


THE WALDORF-ASTORIA, NEW YORK = 7-7 
FEBRUARY 10-12, 1958 


The 39th Mid-Winter Conference of the American Bankers Associa- 


On Monday afternoon four sessions will run concurrently. In the 

















The second Monday afternoon session will consist of a cost account- 





ing workshop in which John M. Cookenbach, vice president, First 
Pennsylvania Banking & Trust Co., Philadelphia, will lead a discussion 
of How to Make a Cost Analysis of a Smaller Trust Department. 


The third Monday afternoon session will hear Morton Smith, vice 


president, Girard Trust Corn Exchange Bank, Philadelphia, on The 
Risk of Surcharge, and L. S. Severance, trust officer, United States Na- 
tional Bank, Portland, Ore., on Operations Are People. C. E. Treman, 
Jr., vice president and trust officer, Tompkins County Trust Co., Ithaca, 
N. Y., will lead a panel on Problems of Medium Trust Departments. 


At the fourth concurrent Monday afternoon session Charles R. 





This Business of Employees Trusts and Francis T. Christy, Christy & | 


The Tuesday morning session will hear an address from Joseph 
C. Welman, president of American Bankers Association and of Bank | 





At the Tuesday afternoon session the conference will hear addresses 


from Bascom H. Torrance, vice president and chairman, trust investment 
committee, City Bank Farmers Trust Co., and Burton A. Miller, vice 
president-investments, National City Bank, Cleveland. Edward F. Swen- 
son, Jr., vice president, First National Mank, Miami, Fla., will lead a 
Panel on Investments. 


The final session on Wednesday will include an address by Charles 


S. Rhyne, president, American Bar Association, Washington, D. C., and 
a Panel on Estate Planning \ed by William O. Heath, vice president, 
Harris Trust & Savings Bank, Chicago. 


The Proceedings will be published in the March issue. 













Bank of America Launches 
Small Trust Program 


A publicity program to obtain small 
trusts has been initiated by Bank of 
America N.T. & S.A., San Francisco, on 
a state-wide basis. Internal procedures 
have been simplified somewhat and the 
Small Trusts, which may be as small as 
$5,000, will not require a_ separate 
division. Newspaper ads reaching four 
million people throughout the State 
point out that many people are worth 
more than they think and that the new 
service provides for the small trust “all 
the specialized service and benefits pre- 
viously restricted by operational costs 
to much larger trusts.” 


A question-and-answer booklet for 
customers explains the various pur- 
poses of a trust, both during the maker’s 
life and thereafter, and states that Small 
Trusts that qualify will be invested in the 
bank’s Common Trust Fund. Others will 
be invested separately. A special form of 
trust agreement has been provided which 
the prospect takes to his attorney for ap- 
proval before execution. The trusts, 
being revocable, can be terminated in 
part or in whole at any time, or the dis- 
tribution can be rearranged. There is 
no charge for setting up the trust or for 
termination. 


Publicity encourages customers to add 
regularly to the initial corpus of the 
trust, and to tie in the trust with their 
wills, naming the bank as executor, and 
thus bringing the family’s entire estate 
plan under review by the trust depart- 
ment. The living trust permits a quicker 
distribution of funds than from a pro- 
bate estate. If the bank is both trustee 
and executor, and the same persons par- 
ticipate in the trust and the estate, even 
though taxes have to be determined, 
generally speaking payments to bene- 
ficiaries can begin right after the death 
of the testator. In this way the Small 
Trust has some of the advantages of 
life insurance. Furthermore, family al- 
lowance in California requires applica- 
tion to the court and is available only to 
surviving spouse and minor children, 
whereas the Small Trust can take care of 
a mother, sister, dependent relative or a 
friend. 


AA A 


e One third of the 1,627 business execu- 
tives queried by Dun & Bradstreet said 
they expected narrowing profit margins 
in 1958 . .. hope to achieve increased 
dollar profits by expansion, improved 
merchandising or advertising . . . expect 
work forces to remain the same as in 
1957. 
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"COMPARED TO LAST YEAR" has become one 
of the most beguiling measures for every- 
thing from tung=-nut imports to Gross Na- 
tional Product and numbers of unemployed 
buggy-whip makers. Against such a record 
year almost any economic indicator would 
be subject to the most severe test. Sav- 
ings deposits increased handsomely: the 
S.E.C. estimates Americans saved almost 
$14 billion in the first nine months of 
'57. About $66 billion of new life insur- 
ance was bought in '57 ($11 billion more 
than the prior year) and indications are 
that new trust and investment funds, per- 
sonal and pension, will be valued in the 
billions. This higher reservoir of savings 
may be a major support to consumer spend- 
ing and thus to the industrial economy as 
it seeks to keep '58 production and sales 
in sight of recent years' averages if not 
of the all-time highs of Fabulous '56-7. 
There wouldn't be any ride if there were 
no dips in the Economic roller-coaster. 


AS WE ENTER THE "SPACE AGE" we again 
have to readjust our thinking and con- 
cepts, in business, in national affairs 
and even in the home. Within a lifetime 
we have passed from the gas-lit horse-and- 
buggy era into the automotive, electrical, 
aerial, plastic and atomic, to mention 
only a few. The new frontiers that space 
travel will open up are but dimly imagined 
yet, but it is certain that with all the 
Space there is no room for complacency or 
hereditary thinking. Yesterday's laurels 
may turn out to be tomorrow's poison ivy, 
not alone in the scientific and political 
world but in our daily life. Particularly 
there must be a new Spiritual dawn. It is 
ne thing to catch up or keep ahead on 
itercontinental missiles, a more essen- 
Lal one to conquer men's minds and 
earts. The place to start is at one's own 
.reside, one's own job. 
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A DECLINE IN 1958 CORPORATE EARNINGS is 
foreseen by 57 of the 60 trust investment 
0°} ficers responding to TRUSTS and ESTATES' 
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sixth annual survey (p. 41). However, 23 
of them believe that dividends will hold 
Steady. The correspondents’ choices of 
equities for long-term growth include a 
considerable number of off-beat names, in- 
dicative of a healthy departure from 
strictly blue-chip lists of the past. 


ONE-WAY STREET FOR WAGES — and Prices — 
may be pricing many commodities out of the 
market for millions of former or prospec- 
tive buyers. While our labor forces grew 
in recent years, so too grew the ranks of 
the retired, both in number and longevity. 
It would be interesting to see comparative 
figures on this and the extent to which our 
people are dependent on pension and social 
security payments, or on investment in- 
come, including insurance and trust funds. 
These consumers are unable generally to 
match cost-of-living increases by wage 
hikes and thus have to withdraw more and 
more of their fixed-income from comforts 
to apply to necessities. On even a 50% 
pension (and social security) the average 
industrial worker retired in the past five 
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years would have less than $2000 a year. 
Some 30 of the 45 million individual tax- 
payers report income of less than $5,000. 
There are just under 5 million returns 
with dividend income, over 5 million with 
income from interest, 3/4ths of a million 
with annuity income. To many of these such 
income is all or the main source of buying 
power. It's a wonder inflation has so many 
friends, and each year another million or 
two retire dependent on their pension 
moneys. 


FUTURE DEMAND FOR U.S. OIL is expected 
to show some decline from its recent an- 
nual compounded rate of 5% — and from the 
exceptional exports during the '57 Suez 
crisis — but the total consumption seems 
certain to increase year after year, both 
here and abroad. The exploration end will 
continue to be especially active, because 
of the long projection between discovery 
and delivery, and equipment for this basic 
phase of the industry, as well as for the 
drilling of new and recovery of many old 
wells, should be in constantly greater de- 
mand. These were among key points brought 
out in the Investment Seminar discussion 
with officials of Dresser Industries, as 
reported at p. 8. 


SOMETHING NEW IN BANK "AFFILIATES" is 
promised by the Empire State Group, Inc. 
Sponsored jointly by seven New York state 
banks. Purpose is to provide working in- 
terchange of financial information and ex- 
perience, participate in large undertak- 
ings, provide certain specialized facil- 
ities centrally for state-wide service 





facilities of the members. Presidents of 
the following seven banks are expected to 
formalize organization this month: 
National Commercial Bank & Trust Co., 
Albany 
First-City National Bank of Binghamton 
Franklin National Bank of Long Island, 
Franklin Square 
First National Bank, Poughkeepsie 
Central Trust Co., Rochester 
Merchants National Bank & Trust Co., 
Syracuse 
Oneida National Bank, Utica 


COMMON STOCKS IN COMMON TRUST FUNDS held 
their place in 1957 compared to 1956, ac- 
cording to a study of the first 190 re- 
ports received from banks operating such 
Funds in 41 different states, the District 
of Columbia, and Hawaii. Ratios were 54.2% 
in discretionary type funds and 26.3% in 
restricted type funds compared with 55.0% 
and 26.7% the year before. United States 
obligations were reduced somewhat (from 
12.7% to 10.5% in discretionaries; from 
21.5% to 16.4% in restricted funds). Cor- 
porate bonds increased from 18.5% to 21.1% 
and from 27.7% to 32.1% respectively. Pre- 
ferred stocks increased less than one per 
cent in both groups. Aggregate portfolios 
and further data at page 48. 


FOUR YOUNG PEOPLE STARTED COLLEGE last 
fall as a result of a decision by Blaw- 
Knox Co. to substitute scholarships for 
its customary industry Christmas presents. 
The scholarships, for employees' children 
who qualify on a competitive basis, pro- 
vide four years' training leading to a 
degree in engineering and science. 
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“I don’t know, I thought he was one of your directors.” 





A TRUST OFFICER’S DAY 


To Mrs. Morbridge it seems funny 

That her husband’s trust can give no 
money 

To her sister’s so shrewd brother who 

Will triple it in a year or two. 


The Blank Building has a leaky roof; 

In reMarden — check papers for proof; 

The Smith boy’s school is suggesting 
that 

Seme other school he’d better be at. 


The Turnpike 4’s or the Waterway 5's? 

Will utilities hold if the market dives? 

Marital deduction, tax reduction, and 
again, 

Life tenants versus remaindermen. 


How does a trust officer spend his day/ 
Just mention any manner or way 

A Will or Trust is not apt to carry 

A problem to a fiduciary. 


Forrest H. Grav: 
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HENRY C. VON ELM 
Honorary Chairman 


GEORGE G. WALKER 
President, Electric Bond and Share Company 


January 1958 





MANUFACTURERS 
TRUST COMPANY 


Head Office: 55 Broad Street, New York 


112 OFFICES IN GREATER NEW YORK 





Statement of Condition, December 31, 1957 








RESOURCES 
Cash and Due from Banks re $ 979,533,805 
U. S. Government Securities PA ee 701,080,360 
U. S. Government Insured F. H. A. Mort- 

gages ; : 68,741,787 
State, Municipal and Public Securities . . 165,874,455 
Stock of Federal Reserve Bank ........ 4,511,700 
Other Securities roy tet 49,123,595 
Loans, Bills Purchased and Bankers’ Ac- 

COMIGNGES 2... kc ea ome ees 1,255,767 ,526 
Mortgages be hene 4 wnsemndes 32,014,643 
Banking Houses and Equipment ....... 20,172,847 
Customers’ Liability for Acceptances ... 61,502,799 
Accrued interest and Other Resources 9,909,620 

$3,348,233,137 
LIABILITIES 
Capital (5,039,000 

shares—$10. par) $ 50,390,000 
nn 100,000,000 
Undivided Profits .... 60,685,826 $ 211,075,826 
*Reserve for Possible Loan Losses ...... 48,169,583 
Reserves for Taxes, Unearned Discount, 

Interest, etc. - 22,645,966 
Dividend Payable January 15, 1958 ... 2,519,500 
Outstanding Acceptances 63,863,804 
Liability as Endorser on Acceptances and 

a a eee were ee re 31,508,453 
Ce TRS 2 Ns vo Se cee 2,248,494 
DS oc anas deme os eee 2,966.201,511 

$3,348,233,137 


* Applicable to cover such future loan losses as may develop. None 
are at present known. 


United States Government and Other Securities carried of $133,444,779 are pledged to 


secure public funds and trust deposits and for other purposes as required or permitted by law. 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 








Humber Oue Source of Energy 
PETROLEUM — PRODUCTION AND SERVICING 


TRUSTS AND ESTATES 7TH INVESTMENT SEMINAR 
New Orleans — Nov. 20, 1957 


Rupoutew E. Remer, Executive Vice President & Treasurer 


FREDERICK M. Carson, Director of Planning & Business Research 


DRESSER INDUSTRIES, INC. 


N THE RACE AGAINST THE Four Horse- 
I men of the Apocalypse, the harness- 
ing, first of waterfalls, then of coal, gas 
and oil and now of atomic horse-power. 
gives civilization one of its best bets for 
victory. It has lifted great burdens from 
men’s backs, given them tools to ac- 
complish the humanly impossible and, 
with inventiveness, created the present 
Power Age. 

Take away just one of those power- 
makers, Oil, and all industry, in fact 
the world as we know it, would grind 
to a halt from lack of lubrication of its 
moving parts if not first from lack of 
fuel. From the lone well in Titusville, 
Pa., spudded in in 1859 to a domestic 
production of over 7 million barrels a 
day in °57, plus nearly 11 trillion cu. ft. 
of gas, the oil industry has grown to 
top energy provider in this country. 

To get a panoramic view of this huge 
field of Oil and Gas, officials of Dresser 
Industries, Inc. of Dallas were asked to 
be the corporate guests at the first re- 
gional TRuUsts AND EstTaTEs Investment 
Seminar, as their scope of operation em- 
braces many phases of the industry on a 
world-wide front, perhaps more broadly 
than some of the major producing or- 
ganizations. 





Entrance to courtyard at Arnaud’s Restau- 

rant in New Orleans where first regional 

meeting of Trusts AND Estates Investment 
Seminar was held. 





Panel Members: 


Archie Adamson, 
Citizens & Southern National Bank, 
Atlanta 
Postell Hebert, 
Union Planters National Bank & 
Trust Co., Memphis 
Harry Harshman, 
Central Trust Co., Cincinnati 
Roy Huff, 
National Bank of Tulsa 
Cecil Berry, 
Indiana National Bank, Indianapolis 
William Hinshaw, 
City National Bank & Trust Co., 
Chicago 
J. Edmund Johnston, Jr., 
Deposit Guaranty Bank & Trust Co., 
Jackson, Miss. 
Phillip Nolte, 
First Wisconsin Trust Co., 
Milwaukee 
John Morgan, 
National Bank of Commerce, 
New Orleans 
Paul Burkland, 
Northwestern National Bank, 
Minneapolis 
Thomas Frederick, & 
Christian C. Luhnow, 
Trusts and Estates 





The Political Economy of Oil 


To appraise with any degree of use- 
fulness the future of Petroleum and its 
products, international politics as well 
as economics must be reckoned with, 
as we have been witnessing in Asia. 

While oil has caused some severe dis- 
turbances it still retains much of its 
soothing quality on troubled waters as 
exemplified by the development of the 
prosperous economy of oil-rich Vene- 
zuela. This dual nature has the greatest 
significance not only to our own petro- 
leum industry and fuel-energy resources 
but even concerns the peace of the world 
and its defense. If the Suez Canal inci- 
dent is typical, the Free World should 
be able to meet such threats. But the 
economic picture tells another story. 





Standard Oil Co. (N. J.) 
Barge rig drilling in bayou. 


The rise in production costs in the 
U. S. made it almost imperative for oil 
companies to tap the high-yield, low- 
cost fields in other parts of the world, it 
was remarked, both to supply the fast- 
growing foreign needs and supplement 
our future demands. There is strong pro- 
tectionist sentiment and political weight 
among the local interests, however, and 
import restrictions, now voluntary, would 
doubtless be made mandatory if the in- 
flow causes more severe proration. 


Dividing the Markets 

The currently depressed state of the 
domestic market was viewed as not more 
than a temporary readjustment to the 
(843 million bbls. or 7% 
above a year ago) resulting from the 
Suez settlement and over-optimistic pro- 
duction. A levelling-off of development 
and production from the 5% annual in- 


inventories 


crease of recent years seems likely, and 
the rapidly increasing foreign markets 
will doubtless be supplied mainly from 
foreign wells but these are largely owned 
by U.S. Companies so the main concern 
is political. 

The panel was cautioned by Messrs. 
Reimer and Carlson against over-expec- 
tations based on continuance of the 
phenomenal rate of growth that has 
characterized the industry in past years. 
For instance, per capita consumption of 
gas and oil was 240 gallons in 1920. 
it was 1240 in 1957. Continuance of such 
a rate would, they pointed out, be sui- 
cidal in depletion of reserves (which 
have tapered off in several years in rela- 
tion to consumption), with the number 
of “capitas” growing faster too, partly 
due to greater longevity. 

But there is plenty of room for oil: 
industry economists forecast over 1° 
million barrels daily consumption in 
the U.S.A. in 1960, (9,150,000 in °58 
against 8.8 million in ’56. This will equa! 
about half the free world’s total con 
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ing nations, forces us both politically 
and economically to reappraise our oil 
policy, consider conservation principles 
and revise our import attitude. 

In addition, people appear to be more 
mobile than ever, and there is more 
leisure time for travel, boating and other 
activities, using fuel or lubricants. The 
general rise in the standard of living is, 
of course, the underlying factor pushing 
demand for oil and gas to higher 
plateaus individually, commercially and 
industrially. The population rise means 
far more than new homes, it necessitates 
new schools and churches, shops, offices, 
plants, roads, airports. and so on. Eco- 
nomic studies indicate a 45‘ or more 
rise in energy requirements between 
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time loss between prospecting, drilling 
and the arrival of the refined product at 
the customer’s door, the exploratory pro- 
gram, abroad as well as in this country, 
must be geared to tomorrow's needs, not 
to the current statistical over-supply. 


More and Deeper 


A leading oil company, in its 1956 
annual report said: “A greater number 





OIL PRICES 1955-57 


Quotations, deiivered New York, approximate grade or gravity — per bbl. 


Low 

East Texas crude - 

Freight cost wees 19 
Venezuela crude 

Freight cost _. 

Arabian (34.5 Gr) 

Freight cost aoe .88 


mat .23 


$3.11 (Jan. ’56) 
2.86 (Jan. 756) 


1.93 (June ’55) 


High Now 
$3.39 (Feb. ’57) $3.44 
1.53 Be | 
3.11 (Feb. ’57) 3.11 
1.50 15 
2.04+ 2.19 
2.04 76 


*Same figures apply to Nov. ’55, June ’56 and Feb. ’57 highs. 

Note: These figures are based on widely fluctuating tanker rates from the USMC base according 
to ease or scarcity of ships for the small proportion of ‘‘free-traded”’ oil so brought in. 
Obviously carrying charges are a major key to economy of foreign oil, but it should be 
remarked that company-owned ships in regular use cost somewhere around a dollar a 
barrel for transport from the Mid-East ports. 





1956 and 1966, with about a 42% gain 
in oil consumption or a rise of 314% 
per year, and higher rise in gas use. 

What does all this mean to the sup- 
pliers of equipment and services for oil 
exploration, production and _ distribu- 
tion? Foreign oil can be put into Amer- 
ican ports from Arabian and other for- 
eign fields at widely varying costs. 

Since back-up reserves are tradition- 
ally stepped up with increased produc- 
tion, and since there is a considerable 
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of wells will have to be drilled, and at 
greater cost.” as the average production 
per well has been declining and holes 
are again being drilled deeper. Industry 
estimates are that it will require cutting 
of 645,000 holes in the next nine years. 
or average of 71.670 wells a year, com- 
pared to the 49,400 average of the past 
nine years. That amounts to 40% of all 
wells drilled in the U. S. since the first. 
And the average well that cost $49,000 
ten years ago costs $70,000 today. It 
will take almost 50% more money to 
drill the 41.5% more wells required in 
65, according to Oil & Gas Journal. 
Again, of course, it is misleading to 
apply averages to the good and bad; 
some domestic areas have very favorable 
per unit costs and potential, while many 
holes will have to be abandoned as costs 
increase. It is more important now to 
distinguish between those places to ex- 
plore, to exploit or simply to use for re- 
serves storage. Much of the off-shore 
operations, e.g., have been an_ over- 
expensive contribution to surplus. 


By the same token, new techniques 
and tools have made it profitable to 
test new fields, drill deeper, widen by 
fracturing and recover formerly inac- 
cessible “left overs.” Nor will oil shale 
be the answer unless oil nears $5 a bar- 
rel cost or an unexpected breakthrough 
occurs in the technology of shale-rock 
processing. This all means business for 
the oil well supply companies, both in 
technical services and sale of equipment. 
The First. National Bank of Boston just 
reported that the petroleum industry, 
like the electric and gas utilities, would 
spend more money in 1958 and beyond, 
over $6 billion next year in both. 

Three-fourth of the overall cost of 
refined products is in the cost of crude 
and it is in this area that the suppliers 
operate with the biggest integrated pro- 
ducers and the small independents. 
Dresser Industries and subsidiaries, for 
example, make engines and rigs, coupl- 
ings, radio-isotope and electric well- 
logging devices, complete seismograph 
systems, plotters and computers for the 
exploration part. For drilling and pro- 
duction they manufacture compressors 
and heavy-duty engines, rotary tables 
and swivels, masts, traveling blocks and 
plunger and mud pumps, packers and 
plugs, gas-lift equipment and even en- 
tire steel buildings, as well as the staple 
drilling mud and bits. 


From Start to Finish 


The company’s products range 
through the equipment of refining, 
transmission and distribution operations 
to include meters and blowers, gas tur- 
bines and a variety of pumps. Of par- 
ticular interest is the “diversification” 
policy they have successfully followed to 
provide a more complete line for every 
oil field requirement and also develop 
the well-logging and perforating services 
as well as “repeat” business of expend- 
ables such as drilling bits, reamers and 
scrapers, swabs and packers, drilling 
mud and chemical additives. This has 
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Roots-Connersville centrifugal blowers com- 
press air for combustion in a carbon manu- 
facturing plant in Louisiana. 


had the effect of evening the flow of 
orders in what was traditionally thought 
of as a feast or famine business to the 
extent that expendables account for near- 
ly half the total vs. 14% in 1949, These 
sales also provide the best profit ratio, 
being of quantity rather than custom 
manufacture. Since 1950’s $99 million 
of sales, every year has shown a good 
rise to 1957’s $274 million. That this 
has paid off is further indicated by the 
fact that in the same period every year 
but one (1953) showed higher net, with 
the record of $20.6 million (after tax) 
set in the year ended Oct. 31, 1957. 
This derives mainly from specialized 
equipment for all phases of the petrol- 
eum industry, about half in the explora- 
tion and drilling end, 20% for produc- 
tion and 14% for distribution. Drilling 
mud, from mines in Arkansas, Nevada, 
Wyoming, Mexico and Greece, is sold 
under the Magcobar label, drilling bits 
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A Guiberson blowout preventer protects a 
drilling project. 
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under the trade name of Security. Blow- 
ers and exhausters are marketed under 
the trade name of Roots-Connersville 
and oil tools of Guiberson. 

While Dresser has long served some 
phases of the chemical industry too, the 
development of the petrochemical indus- 
try provides a natural field for expan- 
sion, and about 20% of the company’s 
sales are made outside the petroleum in- 
dustry. Here, again, most of the 16 divi- 
sions of Dresser are designed to serve 
the same common customers, including 
public utility companies with meters, 
computers and couplings as well as bar- 
ite, bentonite and clays. Engines and 
compressors, known by the name of 
Clark (Olean, N. Y.) or Bovaird & Sey- 
fang (Bradford, Pa.), Roots meters and 
“Pacific” brand pumps made at Hun- 
tington Park, Cal., are some of the com- 
pany’s products that find application in 
many industries. 


Diversity with 
Autonomy 

The S.LE. division 
in its new Houston 
plant extends the 
company’s facilities 
into the highly pro- 
mising field of elec- 
tronic instrumenta- 
tion, a long but nat- 
ural step from the or- 
iginal business of 
manufacturing pipe 
couplings started in 
Bradford in 1880, as 
was the acquisition 
of Lane-Wells (Hunt- 
ington Park) in 1954 
to provide technical 
oil-field services 
throughout the world. The sixteen plants 
and nine mines are presently all concen- 
trated in the United States, Canada and 
Mexico, but supply and service facilities 
are strategically located to serve major 
production areas around the world. 


When Solomon Dresser invented the 
flexible coupling, he could interest no 
one in its practicability, so he bought 
a small gas company and constructed a 
pipeline with his steel couplings sealed 
with rubber fittings as a proving ground. 
The line is still in use. Greater pipe 
length and welding cut coupling volume 
in oil and gas distribution yet this year 
the coupling division accounts for $25 
million of sales volume, largely due to 
development of municipal gas and water 
distribution systems. 

In the process of growing up and out, 
it has become the practice to give full 
responsibility and autonomy to each di- 


vision, subject only to overall policies 
and consultation with the various: spe- 
cialists maintained by the organization 
to assist on matters of taxation, labor 
and public relations, purchasing and 
marketing, insurance and law. This 
practice further stimulates the develop- 
ment of the echelons of management. 
since each plant is largely self-admin- 
istered but also has the advantage of 
working with the central Management 
Development Committee which reports 
directly to the chairman. 


As More Nations Industrialize 


Considerable expansion is foreseen 
in connection with the vast oil develop- 
ments in foreign fields and markets, with 
22% of business 
abroad vs. 12% in 
produce _ several 
domestic flow 


now derived from 
1950. These wells 
times the 
and at lower well-head 
costs, so that it seems inevitable that the 


average 
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Delegates to a petroleum convention in Dallas watch demonstra- 
tion of the revolutionary new Turbodrill. 


trek abroad of American and other oil 
companies will continue if not acceler- 
ate. Significantly, Dresser’s foreign sales 
have quadrupled since 1950 while for- 
eign crude production has less than 
doubled. 

The 350 billion barrels of recoverable 
oil present in the ground (compared with 
the 80 billion barrels so far taken out) 
seem a vast reserve until the accelerated 
trend in energy demand—especially oil 
generated—and in cost of extraction is 
considered, and the fact that we consume 
more than half the free world total. 

It is even being forecast that, since we 
must have adequate reserves within our 
boundaries not vulnerable to seizure or 
interference, we shall have to develop a 
realistic conservation program which 
may embrace storage of large quantities 
of low-cost imports in our own ground. 

(Continued on page 37) 
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The Customer’s 
Side of 
the Desk 


Here at The Hanover, our trust officers figuratively sit 
on the customer’s side of the desk. The customer’s prob- 
lem becomes their problem, and they bring to bear the 
departmental facilities of the Bank which can best help. 

The customer might very well be one of your clients. 
Our function is to assume the burdens and responsibility 
that accompany your client’s ownership of property so 
that his family may enjoy its benefits. 

We have helped the clients of many attorneys. We 


can help yours. 


THE 
- HANOVER 
| BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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LIGHTS AND SIDELIGHTS ON DRAWING A WILL* 


OME PEOPLE APPARENTLY LEAVE A 
S will for no other purpose than that 
of having a little fun with posterity. 
One such person was the wealthy Tor- 
onto lawyer, who by his Last Will and 
Testament started a “Stork Derby” with 
a prize of half a million dollars to the 
most prolific mother within a stated 
period of years. The courts eventually 
had to determine whether only legiti- 
mate children should be considered and 
whether a woman could have more than 
one husband and still claim the prize. 

Such funsters aside, the reasons for 
drawing a will are as compelling as the 
reasons why we would rather dispense 
our weekly earnings as we ourselves 
see fit, than have the State do it for us. 
Yet, the man who fails to draw his will 
must inevitably have his property dis- 
tributed according to fixed provisions 
of the State laws of inheritance by a 
court-appointed administrator, in the 
particular case. The laws of inheritance 
vary in each State, and there is no 
likelihood that the distribution 
thus made will suit your particular sit- 
uation than that a suit of clothes picked 
at random off the rack in a department 
store will fit your particular figure. 
Without a will, you cannot provide for 
the continuance of your business, pre- 


more 


fer one child over another, choose your 
own executor, or make many 
important decisions for yourself. 

It is unfortunate that some men con- 
sider estate planning as an act of old 
age instead of an essential requirement 
of men in the prime of life. As a result 
of this attitude, the preparation of wills 
is often delayed until it is too late. John 
Marshall Gest, a Philadelphia lawyer, 
once wrote, “A deathbed will is as 
sorry a substitute for a carefully pre- 
pared instrument as a deathbed re- 
pentance is for a well-ordered life.” 

A will need not be couched in tech- 
nical language. It is sufficient that the 
instrument, however artificial in ex- 
pression, disclose the intention of the 
maker respecting the disposition of his 
property. 


other 
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About the author: Master of Laws; Member 
of the New York Bar. Formerly, Clerk in 
the Surrogate’s Court, New York County, 
Member of the Surrogate’s Court Committee 
of the New York State Bar Association and 
the Association of the Bar of the City of 
New York; formerly Chairman of the Com- 
mittee on State and Federal Taxation, Pro- 
bate and Trust Division of the American 
Bar Association. 





Some testators, not satisfied with 
mere prose, have attempted to write 
their wills in verse. One will, probated 
in Bronx County, New York, read as 
follows: 

“All my earthly goods I have in store 

To my dear wife I leave forever 

more ; 

I freely give, no limit do I fix; 

This is my will and she the executrix.” 

In order to safeguard the making of 
wills and to insure their genuineness, 
each State has fixed certain formal re- 
quirements which must be complied 
with if a will is to be valid. No layman 
should rely on his own notion of these 
requirements. 

The wills of people who have re- 
fused to consult an experienced attor- 
ney have been characterized as “glow- 
ing examples of conceit.” Just as a will 
carefully prepared may be said to be 
“The Magna Carta” of a man’s family, 
a will carelessly prepared may be said 
to be a “Warrant of Financial Suicide.” 

Certain aspects of family estate plan- 
ning must be thoroughly explored be- 
fore the draftsman begins drawing a 
will, because the age, health, financial 
status and business experience of the 
beneficiary will determine the nature of 
the provisions. 


Women are people... 


Not so long ago, such a thing as a 
woman making a will while her hus- 
band was still alive was a rarity. Among 
nations of antiquity there could never 
have been any question of a woman’s 





*Reprints of this article will be made available. 
Address inquiries to TRUSTS AND ESTATES. 


disposing of her property by will or 
even inheriting from her husband since 
she herself was regarded as part of his 
property. 

That she could not even give away 
her dresses is indicated by the 1506 
will of Alice Love, in which she stated 
that, “I have asked and obtained spe- 
cial license of my husband to dispose 
of some of my personal apparel.” She 
then proceeded to dispose of certain 
dresses, girdles, etc. to her sister Mercy. 

Since then, of course. women have 
made tremendous advances legally, 
economically and socially. It is esti- 
mated that more than half the wealth of 
this country is owned by women. The 
position of women in social, political 
and economic life has reached the point 
where it would be unfair, as it would 
be foolhardy, to think only of men 
when talking about a will or an Estate 
Plan. Where a woman has substantial 
property of her own, it is her privilege 
—and duty—to make suitable disposi- 
tion of it for the same 
would apply to a man. 

However, even if a woman does not 
possess much wealth, she may wish to 
make specific disposition of items with 
sentimental value, such as family heir- 
looms. She would probably like to be 
sure that her daughter eventually would 
have her engagement ring and the silver 
candlesticks which were a gift from her 
own mother; she may also wish her 
granddaughter to have the diamond 
brooch that her husband gave her on 
their 25th wedding anniversary. Yet all 
these things may find their way into 
strange hands or have to be sold unless 
she makes a will. 


reasons that 


All estates, whether small or large, 
need intelligent planning. Very often, 
the smaller the estate, the more care- 
fully it should be planned. The only 
estate that would require no planning 
would be like that of the famous wit, 
Rabelais, who said: 

“T have nothing 


I leave nothing — 
The rest I give to the poor.” 
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To my beloved husband .. . 


Many a husband is gracious enough 
to place title to the family homestead 
in his wife’s name, with the thought 
that if anything should happen to him, 
his widow would still have a home. No 
thought is given to the eventuality that 
\iother might die first. If she leaves 
no will and there are minor children 
who would inherit a share of the house 
under the laws of many states, Father 
would have to raise money to purchase 
the children’s interest in the house, or 
the house would have to be sold in order 
to put the children’s share into proper 
investments for minors. 

Generally this is not what mother in- 
tends, and a will would solve the prob- 
lem. As one writer on wills put it: 

“Our earthly possessions are, after 
all, but life holdings and the grace 
with which we part with them at the 


end of life’s journey shows the heart 
in its least disguised form.” 


To my beloved wife... 


Many men concerned with making 
proper testamentary provision for their 
wives have included words of counsel 
and caution to the women they leave 
behind. Edmund Wood, of Cincinnati 
gave this rather quaint, but neverthe- 
less sage, advice to his widow: 

“Do not spend any money on my 
funeral as I would be just as well off 
if I were wrapped in a horse-blanket 
and put in a pine box. Save all you 


can, because you will miss the week’s 
pay I used to bring home.” 


On the other hand. one testator in 
London, who left more than $700,000, 





urged his wife not to save, and pro- 


vided: 

“T request my dear wife not to save 
any material part of her income, but 
to have the pleasure of giving it 
away as I have done.” 

Verhaps each testator knew the kind 
of advice his wife needed. But under- 
lying these two extreme examples of 
testamentary thinking is the basic ques- 
tion that presents itself to every testa- 
tor making provisions for his wife; 
namely, “Shall I leave it to her out- 
righ:?” The decision must rest, in each 
inst: nce, on the answer to the question, 
“Is she capable of handling the prop- 
erty without a trustee?” 

Most men keep their wives in the 
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dark concerning business matters, either 
out of a desire for secrecy or not to 
burden them with anxieties. Whatever 
the motive, the result is a lack of ex- 
perience in business affairs. This is un- 
fortunate because the person who man- 
ages property will spend more wisely 
than the person who receives income 
without thought or knowledge of the 
problems of management. However, the 
facts being what they are, it would 
be folly to place substantial property in 
the hands of a person who has not had 
the experience necessary to administer 
it wisely. 

Aside from lack of experience in 
management, women must be 
guarded against the well-meaning but 
questionable advice of friends, the im- 
portunities of needy relatives and the 
chicaneries of 


many 


investment swindlers. 
Several years ago, the Attorney Gen- 
eral of the State of New York sent a 
warning to 1,500 wealthy widows whose 
names and addresses were on a list 
found in the office of a convicted 
swindler. They were rated as possessing 
fortunes ranging from $100,000 to $10,- 
000,000. With the thought that copies 
of this list might be in the hands of 
“other stock dealers and promoters of 
doubtful integrity,” the Attorney Gen- 
eral advised these widows to avoid 
financial dealings with strangers. 

Perhaps even more dangerous than 
swindlers are the friends who offer 
gratuitous investment counsel and _ the 
brother or nephew who has never had 
enough money to go into business and 
now wants to “borrow” some to satisfy 
a lifelong ambition. 

It is curious to note that many men, 
probably out of jealousy, provide for 
the termination or reduction of the fi- 
nancial provisions for a widow if 
she should remarry. Women show a 
more magnanimous attitude in this re- 
spect in that the wills of very few 
women contain a similar restriction in 
the event of their husband’s remarriage. 
The explanation for this may be found 
in the prologue to Oliver Wendell 
Holmes’ “Autocrat of the Breakfast 
Table,” in which he says, “Man has 
his Will—but Woman has her Way.” 


To my son... 


Many men, unfortunately, fail to pre- 
pare their sons for the day when there 
will no longer be father’s guiding hand 
and father’s ready checkbook. Children 
should be taught money management 
and given an opportunity, in a limited 
way, to engage in business while there 
is still someone around to guide them. 


Whether the business venture is in as- 
sociation with father or with someone 
else is not of fundamental itmportance. 
The important thing is the preparation 
for earning a livelihood before the need 
becomes compelling. 

Only after suitable experiment will 
you know whether it is wise to entrust 
to your son the business you have built 
and upon which the entire family may 
be dependent. Perhaps it was not en- 
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tirely the son’s fault when a father pro- 
vided in his will recently: 
“To my son, I leave the pleasure of 
earning a living. For 30 years, he 
thought the pleasure was all mine.” 


To my daughter-in-law .. . 


There is another phase of family 
planning that is often neglected. The 
daughter-in-law has called the 
“forgotten woman” of estate planning. 
In most plans, provision is made for the 
son and his children, but rarely for the 
son’s wife, the mother of these children. 

A will filed in Queens County, New 
York, left the son a legacy of $1.00 
with the direction, that 

“With the said sum of $1.00 or 100 
cents I wish that he would purchase 


a rope strong enough and long enough 
to support his wife.” 


been 


In a serious vein, it would be well 
to consider making some provision for 
a daughter-in-law in the event the son 
is no longer in the picture. 


To my partner... 


It does not occur to most men, about 
to form a partnership, to inquire about 
the temperament of their partner’s wife. 
Yet the fact remains that when one 
partner dies, the other must account to 
his deceased partner’s wife for her hus- 
band’s interest in the partnership. Her 
disposition and reasonableness then be- 
come matters of grave importance to 
the survivor. Aside from this it is im- 
perative that an appropriate agreement 
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le entered into during lifetime for the 
sale of a deceased partner’s interest in 
order to avoid a forced sale. 

The case of Gilbert R. and Frank B., 
who had been business partners tor 
many years, is a good illustration ot 
the problem. Each estimated his share 
in the business was worth $50,000. On 
Frank’s death, however, Gilbert offered 
Frank’s widow only $35,000 for her in- 
terest. Under the stress of financial 
pressure caused by her husband’s death, 
she was constrained to accept this lesser 
sum in order to prevent the business 
from being sold at auction. Frank’s 
widow could have been spared this loss 
by an agreement between the partners 
fixing the value of each interest at $50,- 
000. They could have gone further and 
provided the cash for the purchase of 
the interest of the first to die through 
life insurance on each other’s life. 

One testator, not satisfied with the 
careful provisions for winding up his 
partnership interest, added this gratui- 
tous advice in his will: 

“To my partner, I leave the sug- 
gestion that he take some other clever 


man in with him at once if he expects 
to do any business.” 


I direct my executor ... 


After an estate plan has been decided 





upon, the question presents itself, “Who 
will carry out this plan?” The keystone 
in the arch that bridges the gap of 
property ownership from one genera- 
tion to another is the executor or trus- 
tee. The choice of the person or insti- 
tution to act as such is often as im- 
portant as the plan itself. 

Before deciding upon an executor 
or trustee (the so-called fiduciary), one 
should know the advantages and disad- 
vantages of the individual fiduciary (i.e. 
friend, relative or attorney) and the 
corporate fiduciary (i.e. bank or trust 
company). A logical reason for the ap- 
pointment of an individual is his knowl- 
edge of the family and its needs, as a re- 
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sult of which he may be better equipped 
to exercise discretion in the application 
of income or principal to the needs of 
the beneficiaries. However, while the 
individual fiduciary may know the 
family better than does the corporate 
fiduciary, the latter has certain qualifi- 
cations necessarily lacking in the for- 
mer. The corporate fiduciary is not 
limited, like man, to an existence of 
“three score years and ten” it is always 
available; it possesses technical skill 
resulting from specialization; it has the 
advantage of collective information and 
group judgment; it possesses financial 
responsibility. A solution that combines 
the advantages of both the corporate 
and the individual fiduciary is the ap- 
pointment of a member of the family 
as co-executor and co-trustee with a 
bank or trust company. 


Periodic Checkup 


There is one last caution with refer- 
ence to a will, even though it has been 
carefully considered and _ skillfully 
drawn. It should be reexamined period- 
ically for any modification necessitated 
by changes in the law, the birth or 
adoption of a child, marriage, divorce, 
change in financial conditions, and 
many other developments that may 
affect the plan. A forceful illustration 
of neglect in this regard is the case of 
the New Jersey manufacturer who di- 
vorced his wife and remarried without 
changing his will, under which he had 
bequeathed his entire estate of $150.- 
000 to his divorced wife. On his death. 
his divorced wife received his entire 
estate while his second wife was lefi 
penniless. 

While this result would not be true 
in every State, the point is clear. If a 
man (or woman) should see his dentist 
at least twice a year to keep his teeth 
healthy, he should see his lawyer at 
least once a year to keep his estate plan 


healthy. 





PROOF OF MARRIAGE 


In a recent attempt to sustain hei 
claim to decedent’s estate as his com- 
mon-law wife claimant called, as on 
of her witnesses, the landlord’s rent 
collector who testified as follows: 

Q. What led you to believe tha‘ 

they were married? 

A. He paid the rent, and I re- 

member one occasion especiall) 
— I went there and they wer: 
arguing, having a little famil\ 
quarrel, ‘just like man and wif« 
Contributed by Richard P. Robbins 
County Judge, West Palm Beacl 
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1954 Code's Effect on 
PRINCIPAL-INCOME ADJUSTMENTS 


HAROLD WURZEL 


Editor, The Research Institute of America, 


NE OF A FIDUCIARY S MOST EXACT- 
QO ing, if thankless, functions is that 
of an impartial intermediary between 
successive beneficiaries. “Impartiality” 
is something more than neutrality. In 
the tug-of-war between life income 
beneficiary and remainderman the fidu- 
ciary must play his active part as an un- 
biased arbiter, with the added discom- 
fort of possible surcharge. 


Occasionally the need for judicial pro- 
tection may arise through some ill-con- 
sidered legislative action. The 1954 In- 
ternal Revenue Code is a case in point. 
Whatever its merits taxwise, it upsets 
the equitable balance between trust in- 
come and principal in more than one 
way. It gives the income beneficiary the 
advantage of corpus deductions which 
rightfully belong to the trustee and re- 
mainderman.” Moreover, in dealing with 
the 5-year throwback, it denies the trust 
a refund of overpaid taxes and most 
generously credits them to the distribu- 
tee’s account without as much as a pass- 
ing reference to the unwarranted deple- 
tion of corpus and the consequent bur- 
den placed upon 48 state governments 
to devise some sort of compensating ad- 


justments. 


Common Trouble Spots — 
Settled Principles 


The more common source of trouble, 
however, is some untoward or unexpect- 
ed economic factor — a supposedly gilt- 
edged bond or preferred stock defaults 
on its interest or dividend payments, a 
mortgage must be foreclosed and _ sal- 
vaged, a company switches from cash to 
stock dividends or undergoes reorgani- 
zation, an unproductive or underproduc- 
tive asset finds no willing buyer, or an 
unusually lucrative parcel of real estate 
is being condemned. 


1Restatement, Law of Trusts §232. 


“This defect, intended to prevent the wastage of 
deductions, may eventually be corrected by an 
amendment suggested by the Advisory Group on 
Subchapter J of the Internal Revenue Code of 
1954, First Report to the Mills Sub-Committee, 
May 8, 1957, pp. 12 ff. 
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Owing to the drastic object-lesson fur- 
nished by the depression years and the 
constructive contributions made by the 
Uniform Principal and Income Act 
(1931), the Restatement of the Law of 
Trusts,* state legislation, and a wealth 
of pioneering state court decisions, the 
when and how of apportioning trust 
funds to a current-income beneficiary 
affected by drought-year deficiencies has 
by now become a matter of well-settled, 
if not entirely uniform, principles.* 
Thus, if an estate of some $1,800,000 
includes $1,000,000 worth of early 
American paintings, which the testator 
directed to be sold, equity requires that 
the life income beneficiary participate in 
the ultimate sales proceeds to an extent 
which compensates him for years of pa- 
tient waiting.” 


But How About Taxes? 

Yet this concession to principles of 
equity is only half the battle. Once the 
income beneficiary's due portion has 
been sliced off from principal, there is 
the tax collector waiting to apply to it 
his acute sixth sense for sniffing out tax- 
able income. 

Tax law has its own notions of equity, 
and they do not necessarily jibe with 
those of trust law. As compared with the 
almost inexhaustible variety of situa- 
tions in which state courts have allotted 
a part of principal to current-income 
beneficiaries, only a relatively small 
number reached the courts for an ad- 
judication of the tax aspects under the 
1939 Code and apparently none as yet 
under the Code of 1954. 

Under the 1939 Code, both before and 
after the 1942/3 amendments, the courts 


3See §241. 


‘For a detailed discussion, see, among the leading 
texts, Scott on Trusts (2d ed., 1956) vol. 3, §§232 
ff.; Nossaman, Trust Administration and Taxation 
(2nd ed., 1956) vol. 1, chapter XV, pp. 175 ff. 


4See, for a New York case, Matter of Clarke, 166 
Mise. 807 (1938). Under the unmodified Uniform 
Principal and Income Act, §11(2), the income 
beneficiary’s portion would depend on the existence 
of an excess of sales proceeds over market value 
at the time of testator’s death. The common-law 
rule does not recognize this distinction. 


Inc. 


have generally shown little sympathy for 
the life income beneficiary who in a sin- 
gle year received a share of sales or 
similar proceeds as a substitute for in- 
come deficiencies accumulated over a 
substantial period. Their merciless ver- 
dict of taxing the entire receipt as ordi- 
nary income in the year of the receipt 
contrasts sharply with the solicitude of 
state courts and legislatures manifestly 
anxious to grant a measure of relief 
where, owing to the lapse of precious 
time, complete reinstatement is obvious- 
ly impossible. 

The result has been doubly disap- 
pointing because the legal underpinning 
was inadequate and unconvincing.® At a 
time when distributions out of corpus 
were tax-free (or since 1942 taxable 
within narrow limits), the fact that the 
apportionment was actually a part of 
principal and ordered to be made out of 
principal was brushed aside with the 
reasoning that a life income beneficiary 
is entitled to income only, that therefore 
any allotment to him by state law must 
necessarily be income, and that there is 
nothing incongruous in taxing as income 
all that is income to the beneficiary, re- 
gardless of what it was to the trust or to 
the state court. 


The °54 Change 


In laying the foundation for the 1954 
tax reform, the drafters had no difficult, 
in dissociating themselves from this fal- 
lacy. In connection with the American 
Law Institute Draft it was rightly point- 
ed out: 


“For, there being no actual current 
income of the trust, the distribution 
to the income beneficiary is really « 
distribution of corpus made because 
the corpus has been unproductive. As 


®For a thorough critical analysis of the pertin« 
cases, such as, Plunkett v. Com., 118 F. 2d 6 
(1st Cir., 1941); Johnston v. Helvering, 141 F. °d 
208 (2nd Cir., 1944), aff’g 1 T. C. 228, cert. den. 
323 U.S. 715, see Moore and Sorlien, Homeless |"- 
come, 8 Tax Law Rev. (1953) 425 ff.; also Mon'- 
gomery’s Federal Taxes — Estates, Trusts and 
Gifts, 1950-51, pp. 217 ff., and Rabkin and Jol 
son, Trust and Beneficiary under the Income T: 
1 Tax Law Rev. (1945) 117 ff. 
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such, it is reasonable to grant it the 

protection of the gift exemption.? 

This more trust-like approach was un- 
doubtedly shared by the draftsmen of 
Code Sec. 652, whose intentions are re- 
flected in this comment: 

“Although similar results (to the 
one reached in the mortgage salvage 
situation by the Johnston case cited at 
note 6) may or may not be reached in 
other cases, the limitation of this sec- 
tion should insure that such a con- 
struction will not arise in cases where 
the new provisions of this part are 
applicable and will preserve the con- 
duit principle in this area.”§ 

Among the “provisions of this part” 
is also Sec. 643(a) which bases the 
maximum taxable to beneficiaries (the 
“distributable net income”) on “taxable 
income” rather than on state-law in- 
come, and it is this provision that has 
been credited with overruling the John- 
ston case.” 

Testing New Approach 

The exact extent, however, to which 
the 1954. Code has succeeded in shaking 
off the generally regretted attitude of 
many federal courts under the prior law 
can be measured only by testing some 
of the more typical situations then ad- 
judicated against the background of the 
present scheme of trust taxation. 

A mortgage salvage operation is such 
a situation. In 1952 a trustee foreclosed 
a mortgage which had a basis to him of 
$400,000, bid in and acquired the prop- 
erty for that amount. He sells it in 1957 
for $300,000. While in his possession, 
the property yielded barely the carrying 
charges. Thus, aside from minor adjust- 
ments to basis, the trust sustains a capi- 
tal loss of $100,000. The settlor’s wife 
is entitled to one-half the trust net in- 





‘Holland, Kennedy, Surrey and Warren, A Pro- 
posed Revision of the Federal Income Tax Treat- 
ment of Trusts and Estates — American Law In- 
stitute Draft, 53 Col. Law Rev. (1953) pp. 316 ff., 
321. (Italies added) 

Sen. Fin. Com. Rep. to H. R. 8300, 83d Cong. 
2d Sess. (1954), p. 347. 

Kamin, Surrey and Warren, the Internal Rev- 


enue Code of 1954: Trusts, Estates and Beneficiar- 
ies, 54 Col. Law Rev. (1954) 1287 ff., 1241. 
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come for life, the other half is to be ac- 
cumulated during their minority for the 
settlor’s children, who also are the re- 
maindermen, subject, however, to the 
trustee’s unlimited power to invade cor- 
pus at any time for the benefit of the 
wife. In 1957 the trust’s net income from 
dividends, interest, etc., is $12,000, and 
the wife receives her share of $6.000. In 
addition, a state court allots to her out 
of the sales proceeds the amount of 
$10,000 in lieu of interest not received 
by her while the real property was in the 
hands of the trust. 

Assuming the trust’s distributable net 
income to be equal to its accounting net 





income ($12,000) , and leaving aside, for 
a moment, the possibility of a throw- 
back, the maximum possible tax base 
would be a total of $12,000 (distribut- 
able net income), that is, $6,000 of the 
$10,000 sales proceeds award, in addi- 
tion to $6,000 current investment in- 
come. But on these $6,000 sales proceeds 
the wife is taxable, whether they are re- 
garded (following prior-law cases) as 
currently distributable income, or, in 
view of their origin more properly, as 
“other amounts distributed.”!° 





Code Sec. 662(a) (2). The “gift or bequest” 
exclusion does not apply, Regs. §1.663(a)-1(b) (2) 
(iii). 





OPENING OF THE 
MISSION INN AT RIVERSIDE 


In 1903 Frank A. Miller built the palatial Spanish style Mission 
Inn on the site of the old Glenwood Hotel in Riverside— where 
it has been a tourist attraction ever since. One of the opening 
ceremonies was the replanting there by President Theodore 
Roosevelt of one of the two original parent trees that gave birth 
to the great California navel orange growing industry. 


That was the year when this 
Bank established its Trust 
Service which is now avail- 
able to the Riverside and San 
Bernardino area through the 
Citizens Divisional office of 
Security-First National Bank. 


TRUST DEPARTMENT 


ECURITY- FIRST 


NATIONAL BANK 
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The only avenue of escape from this 
treatment would be to consider the wife’s 
share as a “separate share” which is to 
be handled as a separate trust,’’ but un- 
der the regulations this is ruled out by 
the trustee’s unlimited power to invade 
corpus at any time for the wife’s benefit 
without subsequent corrective adjust- 
ments to preserve the children’s original 
interest.'* If the separate-share doctrine 
cannot apply, and if the award is treated 
as what it is under state law, that is, as 
a distribution out of principal, the re- 
maining $4,000 of the award are sub- 
ject to throwback,'* and since one-half 
of the income has been left undistrib- 
uted, the year 1956 would probably suf- 
fice to absorb the entire balance. 

As to Capital Gains 

If the trustee sells the property at a 
profit, the supplementary question arises 
whether the trust’s capital gain must be 
included in distributable net income to 
the extent paid to the settlor’s wife.'* 
Assuming that under the instrument and 
local law, capital gains are to be added 
to corpus, the decisive point is whether 
the award directs and the trustee makes 
an actual distribution specifically out of 
the gain'® or out of principal generally. 

In states in which an apportionment 
to life income beneficiaries is not made 


"Code Sec. 663(c). 

l2Regs. §1.663(c)-3(b). 

18Code Secs. 665 ff. 

MCode Sec. 643 (a) (3). 

bRegs. $1.643(a)-3(a). The American Bar Asso- 
ciation, Section of Taxation, 1956 Program and 
Committee Reports, p. 91, suggests that Sec. 643 
(a) (3) be amended, so that only in the year of 


termination capital gains be deemed paid, unless 
the governing instrument provides otherwise. 


unless the sale was profitable, the source 
of the distribution would indeed be the 
gain only. In that event the award would 
be a part of the distributable net income. 
As a result, the award would be taxable 
to the recipient in full in the year of re- 
ceipt, without need for a throwback, but 
(under the character rule) with the ad- 
vantage of capital gains treatment. 

Where the award is made out of prin- 
cipal generally and capital gain is not 
includible in distributable net income, 
the result is the same as in the case of a 
loss sale. The beneficiary’s income is in- 
come of the same type and character as 
that of the trust for the year in question, 
that is, dividends, interest, etc. 


Cumulative Dividends 


Another typical situation is an appor- 
tionment by reason of the default of 
cumulative preferred shares ultimately 
exchanged in a tax-free merger for com- 
mon stock and debentures of another 
company. In the Dovey case,'® decided 
under prior law, the court followed the 
Johnston line of decisions to the extreme 
of endorsing McCullough v. Comm." 
That case had the dubious merit of car- 
rying the pre-’54 approach ad absurdum 
by taxing a life beneficiary on a non- 
taxable stock dividend solely because it 
was apportioned to him. It has long 
since been repudiated by the Treasury 
itself as contrary to a fundamental rule 
of trust taxation,'® but that did not pre- 
vent the latest progeny of the Johnston 


1%Charles S. Dovey, Sr. v. 
6/13/57, 57-2 USTC 499783. 

17154 F. 2d 345 (2nd Cir., 1946). 

18Rev. Rul. 24, CB 1953-1, 263. 


. 8. EeCED.. Pa., 





Missouri. 


from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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family from almost berating the Treas- 
ury for its apostasy — and quite un- 
necessarily so, since the Johnston case 
alone would have supported the holding. 

In the Dovey case, the life beneficiar- 
ies had waited a considerable number of 
years before they approached the trustee 
and the state court for an apportion- 
ment. But time worked in their favor, 
the value of the stock investment having 
risen to five or six times its original 
amount. The state court, taking into ac- 
count the decade or more of default, al- 
lotted to the life beneficiaries almost the 
entire parcel of debentures. Despite the 
tax-free nature of the merger, the court 
taxed the income beneficiaries on the 
full market value of the awarded deben- 
tures as ordinary income. It intimated 
the possibility of a different result under 
the conduit theory now written into law. 
but under the prior law felt compelled 
to align itself with the leading prece- 
dents. 


Under Conduit Principle 


As distinguished from the mortgage- 
salvage operation, where we assumed a 
cash award, the beneficiaries in the mer- 
ger case received in kind the very same 
debentures which in a prior year the 
trustee was given in exchange for part 
of his defaulted preferred stock. Under 
the present Code, the merger having oc- 
curred in, say, 1953, and the award be- 
ing made and distributed in 1957, the 
beneficiaries would fare no better than 
the mortgage-salvage beneficiaries, and 
possibly worse. The conduit principle, of 
course, protects them, as it does any 
trust distributee. This means two basic 
benefits not secured under the judicial 
construction of prior law: 

(1) The income beneficiaries can- 
not be taxed on more than the trust’s 
distributable net income based on its 
“taxable income” for the taxable year, 
plus (since this is not a current dis- 
tribution) undistributed income of at 
most the five immediately preceding 
years (not beyond 1954); and 

(2) Each distribution taxable to a 
beneficiary has its countervailing dis- 
tributive deduction by the trust. To 
that extent the Johnston theory of 
“income” created by state law, and 
without having first been income to 
the trust, is effectively eliminated. 
However, the conduit principle em- 

bodied in the 1954 Code has its limita- 
tions. It does not mean that a distribu- 
tion of corpus is not taxable to the recip- 
ient merely because it is corpus. Unless 
it qualifies under one of the specific ex- 
ceptions, such as gifts and bequests, it ‘s 
taxable to the distributee to the exte® 
of any distributable net income not ta*- 
able to a beneficiary in the first tier (°s 
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currently distributable income). Nor 
does it mean that the taxfree receipt of 
the debentures by the trust carries over 
to the distributee to whom they are ul- 
timately distributed. All Section 662(b) 
provides is that the amounts determined 
to constitute amounts currently distrib- 
utable, and all other amounts properly 
paid, credited, or required to be distrib- 
uted, “shall have the same character in 
the hands of the beneficiary as in the 
hands of the estate or trust.” And this 
character rule is further restricted by 
making the composition of the distrib- 
utable net income the test of what classes 
of income the distribution is deemed to 
contain. 

Against this background it seems clear 
that the sole nonrecognition of gain to 
the trust under the rules governing re- 
organization exchanges does not affect 
the “character” of the securities ex- 
changed. This is not the case of tax-ex- 
empt interest, which is income but of a 
tax-exempt character, or of a stock divi- 
dend passed on in kind to the benefici- 
ary, which under the law has (with cer- 
tain exceptions) not even the character 
of income. It is property with no dis- 
tinctive feature, except that when re- 
ceived it replaces another property and 
was under the law then applicable (and 
now changed!) allowed to be received 
without payment of a tax. The non- 
recognition of gain on the exchange is 
not a character attribute of the deben- 
ture. In addition, of course, the character 
of a 1957 distribution is not determined 
by the composition of the trust’s income 


in 1953. 


Effect on Trust 


The danger of an even less favorable 
treatment than in the mortgage-salvage 
operation threatens not only the bene- 
ficiaries but also the trust. It stems from 
the fact that the apportionment under 
most state laws is computed with the aid 
of a formula as a monetary amount. If 
such a monetary liability is discharged 
by the trustee through the transfer of 
property in kind, here the debentures, 
there is a distinct possibility of a capital 
gains tax to the trust,”° since, as a rule, 
capital gains are added to corpus. 

For trustees vested with a discretion- 
ary power to distribute capital gains, 
the result may be different. While the 
trust’s capital gain realized after the ap- 
portionment was, obviously, not the 





see Code Sec. 356(d). Nonrecognition depends 
no, on principal amount of securities surrendered 
an received. 

William R. Kenan, Jr., et al., Trustees v. 
Co. 114 F. 2d 217 (2nd Cir., 1940). See Regs. 
§1.551(a)-2(f), particularly for the difficult ques- 
tion of the basis of the debentures to the distribu- 
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measure of the amount apportioned, it 
might nevertheless be argued that with 
the debenture so much of the capital 
gain as is attributable to each distrib- 
uted debenture was passed on to the 
beneficiary. The result would be a more 
or less substantial addition to distribut- 
able net income for 1957, counterbal- 
anced by the benefit of the distributive 
deduction to the trustee and capital gains 
treatment to the beneficiary. 


**Reconciliation”’ 


Since errors in dealing with the prob- 
lem of income-principal adjustments 
cannot well be attributed to the wording 
of the 1939 Code, which (before the 
1942 amendment) seemed as unambigu- 
ous as a statute can humanly be phrased, 
there is little assurance that similar 
aberrations cannot occur under the Code 
of 1954. Taken at its face value, how- 
ever, the solution flowing from the 1954 
scheme of trust taxation is not unsatis- 
factory, once we are reconciled to that 
significant dent administered to the basic 
conduit theory, and foreshadowed by the 
1942 amendment, that a distribution of 
corpus is taxable income to the bene- 
ficiary to the extent of any undistributed 
part of distributable net income for the 
current year and some years past. It 
might be reasoned that an additional ex- 
ception, similar to that of lump sum gifts 
and bequests, is appropriate where state 
law requires the trustee to apportion a 
part of sales proceeds to the life bene- 
ficiary. Yet such an exception seems to 
be unwarranted considering that the ap- 
portionment is a substitute for unre- 


ceived income, that its taxability to the 
beneficiary is now placed under effective 
ceilings and is always accompanied by 
the correlative deduction to the trust. 

If courts are willing to take a fresh 
look at the situation, they will resolve 
the tax-significant question whether the 
distributed award is currently distribut- 
able income (taxable in the first tier) 
or a corpus distribution (taxable now in 
the second tier?!) in accordance with the 
trust law realities, rather than upon the 
premise that the life beneficiary is en- 
titled to currently distributable income 
only. There are, of course, situations in 
which the award may justly be classified 
as currently distributable, as, for in- 
stance, where the trustee erroneously re- 
duced current income by carrying 
charges on unproductive assets and then 
rectifies his error with retroactive effect. 
In this case the courts would once again 
face the question whether the tax was 
due for the year in which the income 
should have been distributed or rather 
in the year of the correction. But in gen- 
eral the case of sharing sales proceeds 
allocable to corpus should be treated as 
an apportionment of corpus — involv- 
ing a more favorable position to the 
recipient as a member of the second tier, 
but also exposing him and the trust to 
the complexities of the throwback. 

21According to the suggestions made to the Mills 


Subcommittee, ]. c. at note 2, p. 22, they would fall 
into the fourth tier. 


Ah & 
@ Marine National Exchange Bank, 


Milwaukee, has formed a bank holding 
company, Marine Corp., with plans to 
acquire at least three other nearby banks. 
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P TO 1930, HEALTH AND WELFARE 

had been supported largely by pri- 
vate philanthropy, but in the early *30’s 
the burden proved unbearable and the 
Federal Government assumed more and 
more of the responsibility for relief. 

The end of World War II marked the 
beginning of a new era in American 
philanthropy. There was greatly in- 
creased activity in private philanthropy 
among individuals, foundations and cor- 
porations. Community Chests flourished 
and increased in number to 1,318 in 
1950. In 1949 in Detroit, the first United 
Fund Campaign called the “Torch 
Drive” brought together the local and 
some national agencies. And now the 
United Funds are growing in number 
yearly until they outnumber the Com- 
munity Chests. 

Robert R. Doane, the economist, in 
his book, “World Balance Sheet,” gives 
us the first authentic figures on the total 
wealth of this country: $1,700 billion in 
1952. Philanthropy, public and private. 
accounted for $100 billion or more than 
5% of that total. Assets of private phi- 
lanthropy alone (private schools and col- 
leges, health and welfare organizations, 
religious institutions, foundations, etc.) 
amounted to $57 billion. Much of those 
assets are. of course, in the form of cash 
or securities on deposit with banks and 
trust companies. 

According to the American Associa- 
tion of Fund Raising Councils, we as a 
nation are giving to private philanthropy 
over $6 billion a year, about half of 
which goes to religious institutions. 


25 Year Experience 


In 1896 the bank was asked to act as 
Assistant Treasurer for our great Epis- 
copal Cathedral of St. John the Divine, 
and we have been acting in that capacity 
ever since. We have custody of their se- 
curities and their cash on deposit, we 
keep their books, pay their bills and sal- 
aries, and render monthly and annual 
reports. We now do the same thing for 


From address at October meeting of Corporate 
Fiduciaries Association of Boston. 
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many other institutions, schools and col- 
leges, churches and church organiza- 
tions, hospitals and homes for the aged, 
foundations and other philanthropic en- 
terprises. We do all this for a fee which 
is based on the amount of work involved 
plus a fair margin of profit. 

A Library of Philanthropic Informa- 
tion was established some 25 years ago 
and contains books, catalogues and re- 
ports of many national and local insti- 
tutions, magazine and newspaper clip- 
pings, biographical items and material 
on all phases of philanthropy. Its ser- 
vices, available without obligation, are 
being more and more used by individ- 
uals and their attorneys, corporations 
and philanthropic institutions. 

Since World War II we have offered 
a consulting service and invite anyone 
to discuss any problem relating to phi- 
lanthropy, whether it concern wise giv- 
ing, or administration, operation or pub- 
lic relations of some particular agency, 
or fund raising. 

The Library and the Consulting Ser- 
vices are designed to help the individual 
giver, the philanthropic institution and 
the industrial corporation. They are ren- 
dered without obligation, believing that 
if we can establish the reputation of be- 
ing a leader in this great field business 
may be attracted to the bank in sufficient 
volume to make the effort worthwhile. 


$600 Million Gifts 


Although by law corporations were 
first permitted a tax deduction in 1936, 
it was not until wartime that increased 
needs and high taxes got them in the 
habit of giving. 

Even when the excess profits tax law 
was repealed (in 1953) corporate giv- 
ing did not decline substantially and it 
is now estimated to be at or near the 
$600 million mark per year. 

In many large corporations the con- 
tributions committee may be replaced 
by a foundation set up as a corporation 
or a trust, with a bank as depositary or 
trustee. How to give wisely is just as 
acute a problem in the smaller company 


where most of the appeals for support go 
directly to the president who is often un- 
able to give proper consideration and is 
exposed to a good deal of pressure. 

In either case you can help the 
corporation keep abreast of philanthrop- 
ic developments in your community. 
Chances are that many of your officers 
and staff are doing this now individual- 
ly; it may only need some centralization 
to become a valuable information center 
for your important commercial custom- 
ers. 

It is not necessary for every bank to 
maintain a library. | have prepared a 
memorandum covering the usual sources 
of information of this kind — where you 
might go to get the answers on national 
and local agencies. This list is not a 
complete guide, but gives some idea of 
where to start if faced with a request. 

The rewards for helping the company 
are good will and sometimes a new ac- 
count. If the company sets up a founda- 
tion or trust it will probably be one that 
will stay with you for a long time. Phi- 
lanthropy like pension and profit shar- 
ing plans, offers the trust man an oppor- 
tunity to serve his bank’s commercial 
customers. 

The directors of your local philan- 
thropic organizations include as fine a 
group of men and women as you can 
find, whose personal affairs you would 


be glad to handle. 


Professional Aid 


Many of these agencies — particular- 
ly the smaller ones — are operated with 
a minimum of experienced paid staff. 
Much of the work is done by volunteers 
who in many cases will welcome help in 
recruiting staff, accounting, administra- 
tion and so on. 

I have talked with many an organiza 
tion which has had a record of adequate 
financing over the year usually with the 
significant help of some small group of 
people devoted to the cause. Now, infla 
tion has sent their costs skyward anc 
they have found their income inade 
quate. A small group of “angels” is no 


TRUSTS AND ESTATES 


_~ 


0] 
ea 


gl 
fes 


eal 


the 
int 
pa 
fie 
ort 
bu 


pre 
of 
It 


ext 
pre 
ma 
eX] 
ab’ 


vol 
eve 
tor 
ria 
col 


on! 


fro 
the 
wil 
the 
the 


giv 
is 
his 
on 
of 
sh 
the 
the 





Jan 





longer able to make up the large deficits 
each year. 


Good public relations is necessary 


even to a small agency serving in a sin- 
gle community to establish what the pro- 
fessions call the proper “climate” for 
giving. 

This leads to the problem of building 
up endowment funds to the point where 
the income will be sufficient to cover the 
increased costs due to inflation and ex- 
panded operations. Here certainly is a 
field where the trust officer can be of 
great assistance and likewise develop 
business for his department. 


The Effective Program 


We at Hanover believe that a bequest 
program is the only undeveloped source 
of endowment funds remaining today. 
[t isn’t an easy method or a quick one. 

Representatives of a local hospital, for 
example, may come in to talk about its 
problems. They give you some printed 
material, including a bequest form, and 
express the pious hope that you will be 
able to direct bequests to the hospital. 

But bequests are not obtained in any 
volume by distributing booklets, how- 
ever good they may be, to patients, at- 
torneys and trust officers. Printed mate- 
rial is necessary but results generally 
come from the personal suggestion of 
one man to another. 

The original impetus should come 
from the trustees of the institution. Let 
them name the hospital in their own 
wills then agree to speak to a few of 
their friends and associates about doing 
the same. 

It is the emotional or spiritual side of 
giving that is so important when a man 
is thinking about making a bequest in 
his will because he is forced to ponder 
on some of the more important matters 
of life or death. The size of the bequest 
should not count too much because even 
the man of moderate means who names 
the hospital in his will may then become 


a salesman for the cause. And properly 
presented, this can lead a man to capi- 
talize his annual gift. 

When an attorney is talking to a client 
about the distribution of his estate, the 
time will come when the client, having 
covered all his ideas, will lean back and 
say, “Is there anything else I should do, 
have I forgotten something?” At that 
point it may be in order for the attorney 
to suggest bequests to some charitable 
or civic institution and if the client is in- 
terested, to further suggest the capital- 
izing annual gifts by a bequest. 


Private Philanthropy or Political? 


The attorney or the trust officer could 
also show the benefits of alternative 
plans: the life income gift, the trust for 
a limited number of years or appoint- 
ment of the agency as contingent bene- 
ficiary. Remember, bequests mean wills 
and wills mean business for the trust 
company. 

The very wealthy man who might es- 
tablish a charitable foundation is the 
rare exception. But what about the man 
of moderate means who, having no im- 
mediate heirs, may wish to leave sub- 
stantial sums to philanthropy either in 
his will or life income trust. 

For the older man there are ways of 
making his gifts count more through the 
use of the life income trust or annuity 
whereby funds are transferred to a col- 
lege, say, which will pay an income to 
the donor during his life, the funds re- 
verting to the college at his death. 

Then there are the advantages of giv- 
ing away appreciated assets in order to 
avoid the capital gains tax. 

Some think of philanthropy as bene- 
fiting only the underprivileged. Actually, 
it touches the lives of all of us each year. 
Who of us has paid the whole cost of his 
college education or of his last hospital 
bill or of the church in which he wor- 
ships? 


If we did not have private philan- 
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thropy in this country, the alternative 
might be state philanthropy with the 
state running the schools and colleges, 
the libraries, the churches. Philanthropy 
is one of the big differences between 
western Christian civilization and com- 
munism. We believe banks and trust 
companies everywhere might become 
more familiar with this specialized field 
as a means of showing corporate leader- 
ship in the community. 


aS & 2 


e The increasing productivity of ma- 
chines has caused a steady rise in office 
personnel, according to Devereux C. Jos- 
ephs, chairman, New York Life Insur- 
ance Co., in a recent talk. 
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Stock Transfer Group 
Discusses Current Questions 


The annual conference of New York 
Stock Transfer Association was held 
December 7, at the Waldorf-Astoria, 
with Joseph E. Williams, vice president, 
The Chase Manhattan Bank and Presid- 
ing Officer of the Association, welcoming 
over 250 members from throughout the 
United States and Canada. Among the 
items which were brought before the 
group were the following: 

Joint Tenancy — A paper was read re- 
viewing the pitfalls of the indiscriminate 
registration of stock in the names of the 
owners as “joint tenants with the right 
of survivorship.” It was stated that in 
four states (Louisiana, North Carolina, 
Texas and Washington) the “right of 
survivorship” was doubtful and that title 
would vest in the surviving tenant only 
upon an assignment of the stock by the 
legal representative for the estate of the 
deceased tenant. Caution was advised in 
accepting the stock for registration in 
the names of joint tenants with the right 
of survivorship where the address indi- 
cated residence in one of the question- 
able states. 

Model Act designed for the simplifica- 
tion of fiduciary transfers. (As spon- 
sored by Mr. Francis T. Christy, mem- 
ber of the New York Bar) — An inter- 


esting talk was delivered, reviewing the 
many benefits which would accrue to 
corporations and their transfer agents 
upon the adoption of the act or its 
equivalent in a sufficient number of jur- 
isdictions. 

The Chairman discussed in detail the 
desirability of a registrar for stock. He 
cited various reasons why a corporation 
should engage the services of an inde- 
pendent agency to perform that func- 
tion. 


Treasury Department Form No. 1042 
— A resumé was heard of the operation- 
al procedures and the difficulties which 
may arise for transfer agents in connec- 
tion with the revision of the form and 
the governmental rules in connection 
with the filing thereof. Special note was 
made of the rescission of the “three year 
notification of status rule” which was at 
first promulgated by the government. 

Gifts to Minors Act — It was brought 
out through discussion that there exists 
the possibility of the assessment of a 
Federal Estate Tax in the case where a 
donor (who is also the custodian of the 
property) dies before the minor reaches 
his majority. Likewise were discussed the 
problems arising in connection with the 
transfer of stock from the name of the 
guardian to an “emancipated minor.” 
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tion. A short outline of the features and 
purposes of this unit of the Stock Clear- 
ing Corporation (affiliated with the New 
York Stock Exchange) was given by the 
Chairman. He stated that the initial 
“pilot” run would be of a year’s dura- 
tion. After that time more would be 
known about its advantages and costs. 
aA aA 6 


Florida Trust Conference 
Held in Winter Park 


The Trust Division of the Florida 
Bankers Association, holding its annual 
Fall Conference in Winter Park, Decem- 
ber 5-6, heard addresses on new business 
development, relations with the Bar, 
estate planning, and trust investments. 

After receiving committee reports at 
the opening session Thursday afternoon, 
the trustmen listened to an address on 
“Developing Trust New Business” by 
J. K. Sinclaire, chairman of the board 
of Kennedy Sinclaire, Inc., New York 
City. Remarks at the dinner session by 
J. A. Ansley, president, Florida Bankers 
Association and vice president and 
cashier, Lee County Bank, Ft. Myers, 
were followed by an address from O. 
B. McEwan, Orlando attorney and presi- 
dent-elect of the Florida Bar Association. 

The Friday business meeting was 
followed by the main speaker of the 
morning, New York attorney and lec- 
turer, William E. Murray, who discussed 
the “Use of Trusts in Estate Planning.” 
The feature of the afternoon session was 
an address on the “Investment of Trust 
Funds” by R. Wallace Bowman of Stud- 
ley, Schupert & Co., Inc., Philadelphia. 

The Operations Committee of the 
Trust Division has completed and sent 
to each member of the Division a 31- 
page Trust Operations Manual. The in- 
itial edition covers Nominee Registra- 
tion, Policies for the Acceptance of Trust 
Business, Administrative Reviews, Con- 
trol of Miscellaneous Assets, and Proxy 
Precedure. The committee expects to 
add further subjects to the manual and 
will endeavor to keep up to date the al- 
ready adopted memoranda. The manual 
recognizes that operations vary by in- 
stitutions and the submitted ideas are 
intended to serve as “guides”. 

A A A 

@ More than 350 members of the San 
Diego County Bar, including Superior 
and Municipal Court judges, were guests 
last month of First National Trust & 
Savings Bank, San Diego, for the fourth 
annual “Attorney’s Dinner.” John W. 
Ervin, practicing attorney, professor of 
law at University of Southern California 
School of Law, and former consultant to 
the Secretary of the Treasury, spoke on 
“Trends in Estate Planning.” 
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RESOURCES 
Camis eel Tue Troe. Bemis. 2... cos cc ccccccccces $ 598,854,092.65 
United States Government Obligations........... 713,.887,129.03 
Other Bonds and Securities.................... 172,022,917.31 
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Stock in Federal Reserve Bank.................. 6,450,000.00 
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i oo al Gs dA a wedi Abie 7,200,000.00 
I I ie icc enh ab cede deekknawns $2.674,362,165.23 
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Se ta gels ad odeb 25h eed oak arena $2,394,495,171.11 
aaa alli hh or il ll ia ani eneabal die 2,947,570.36 
Reserves for Taxes, Interest, and Expenses........ 16,380,321.12 
Reserve for Contingencies.................. 10,000,000.00 
Income Collected but Not Earned............... 2,647,653.76 
a oo. Lie i a mah eed ea $2,426.470,716.35 
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EE se ek oy Si ea Oradea aes 32,891,448.88 
Tetel Cantiel Accewmte. .... 0... cdececceecss $ 247,891,448.88 
Total Liabilities and Capital Accounts.......... $2,674,362,165.23 
United States Government obligations carried at $266,528,421.07 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 
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20 POINTERS ON 


[The following material is the con- 
clusion of a paper read by Mr. Wolf at 
the December meeting of the Baltimore 
Estate Planning Council, in which he 
reviewed recent decisions, such as Prun- 
ier and Casale, relating to the tax con- 
sequences of business insurance and 
stock purchase arrangements. ] 


1. It might be well to have a separ- 
ate agreement for each stockholder. 
That is, provide that in consideration 
of his continuing as such and such 
officer the corporation agrees that on 
his death it will buy his stock for such 
a price. 

2. If a stockholder is not an officer, 
or if such an arrangement has other 
drawbacks, have all the stockholders 
enter into the agreement with the 
corporation but be sure not to use the 
old standard preamble: “Whereas the 
stockholders desire to promote their 
mutual interests and the interest of 
the corporation through the imposi- 
tion of certain restrictions” etc. Try 
instead something along this line, 
emphasizing that this is being done 
for the benefit of the decedent and 
the corporation, not the survivors: 
“Whereas each stockholder desires to 
assure the prompt liquidation of his 
interest in the corporation in the event 
of his death, and whereas the cor- 
poration desires (1) to ease the read- 
justment which will inevitably be 
caused by the death of a valued officer, 
(2) to assure continuity in its man- 
agement and policies, and continued 
harmony in its operation, and (3) 
to reduce the possibility of persons 
becoming stockholders who might have 
interests adverse to the best interests 
of the corvoration,” ete. 


3. Under no circumstances men- 
tion insurance in, or have it tied in 
in any way to, the agreement as a 
factor in the stock purchase agree- 
ment, or other than as hereafter de- 
scribed in 13. There will then be no 
provision that the insurance proceeds 
are to be used to purchase or redeem 
stock, no provision that the stock- 
holder shall get at least an amount 
equal to the proceeds of the insur- 
ance, and no provision that a stock- 
holder has any right to purchase a 
policy issued on his life. 


4. Have the corporation apply for 
the insurance, and have it registered 
as the applicant and the beneficiary 
thereof. 


5. Do not have the amount of insur- 
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ance coverage and the value of the 
stock affirmatively geared to each 
other. 

6. Have the insurance policies car- 
ried on the corporate financial state- 
ments as free and unpledged current 
assets. 

7. Have the corporation buy the in- 
surance as far ahead of time as possi- 
ble. If justifiable it should be pur- 
chased originally as key man insur- 
ance, and have it so designated in the 
corporate minutes. 

8. Provide specifically in the agree- 
ment that the purchase of the stock 
shall be made solely from such un- 
distributed earnings and surplus as 
may be available at the time of the 
decedent’s death; and that the agree- 
ment is not intended, nor shall it be 
construed, in any way to impair the 
rights or protection of the creditors 
of the corporation at any time. 

9. Be sure that all of the rights 
of ownership in the policy are vested 
exclusively in the corporation, with 
the right in it to borrow on the policy 
or to redeem it at any time for the 
cash surrender value. 

10. Have the corporation pay in its 
own name and as its own obligation 
all premiums on the policy. 

11. Do not attempt to take the in- 
surance premiums as an expense. 

12. Have the insurance proceeds 
payable to the corporation uncondi- 
tionally, so that they can be used 
either to purchase stock, or to pay 
obligations of the corporation, or for 
any other proper corporate purpose. 

13. Have the corporation agree to 
pay a fair current value for the stock, 
and provide in the agreement that in 
determining the purchase price of the 
stock there shall be included in addi- 
tion to the book value, or whatever 
the measure is to be, a proportionate 
interest in the value of all life insur- 
ance held by the corporation, includ- 
ing the full proceeds of all policies on 
the life of the decedent. If this is 
not done the Commissioner has indi- 
cated in his presently proposed Regu- 
lations (§20.2042-1(c)(6) that the 
sale price may not be accepted for 
estate tax purposes, since the sale 
would not be for a full and adequate 
consideration. 


14. Place an unconditional require- 
ment on the corporation to buy the 
decedent’s stock. Do not provide for 
only an option to purchase. 


15. Do not provide that if the cor- 
poration does not or cannot purchase 
the decedent’s stock the surviving 
stockholders must, or even may. Any 
reference to the surviving stock- 
holders might permit the argument 
by the Commissioner that the pur- 
chase by the corporation is to satisfy 
a stockholder’s personal obligation, 
and that any payment amounts to a 
constructive dividend to the survivors. 
In most states the corporation could 
probably always buy, as the capital 
stock could always be reduced to create 
the necessary surplus, and, of course, 
if there is no surplus thereby the 
stock very possibly would have no 
value anyway. 

16. In determining whether to use 
the stock redemption or cross-pur- 
chase form calculate the applicable 
mathematics. If the corporation is in 
the 52% bracket and the individuals 
are in less than a 52% bracket the 
net tax saving would obviously be 
greater with a cross-purchase agree- 
ment, since the premiums paid out by 
the corporation to the individuals in 
the form of salary or bonus would 
provide a 52% deduction whereas 
they would not be taxed at that high 
a figure in the recipients’ incomes. 
Where the individuals’ income tax 
rates are higher than those of the 
corporation it would be cheaper to 
have the stock redemption agreement. 
Since, in a partnership, the individuals 
are the ones who are taxed, and the 
partnership itself is not, this problem 
would not exist. 

17. If it is decided to use the cross- 
purchase arrangement, and if the 
premiums are to be paid by the cor- 
poration — a program that cannot be 
recommended although cn balance it 
may be the best in a particular situa- 
tion — then be sure that the corporate 
minutes, ledgers and other records 
show (a) that the corporation is not 
paying the premiums on its own be- 
half, nor is it taking a deduction 
therefore as a business expense as 
such, and (b) that the payments 
represent a part of the earned com- 
pensation of the particular individuals 
as officers of the corporation, to be 
credited against their previously ap- 
proved salaries, bonuses or whatever 
it may be. In this way there will no’ 
be double taxation. The payments wil! 
be deductible by the corporation as 
salaries. Otherwise, the payment: 
might be (and the cases have) treate« 
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them as dividends, which means that 
they would be deductible neither by 
the stockholder nor by the corporation. 


18. If the cross-purchase agreement 
is to be among three or more stock- 
holders it might be well to use a cor- 
porate trustee to hold the policies and 
the stock, and to receive the proceeds 
of insurance and disburse them. But 
keep the trust arrangement clearly 


none of the incidents of ownership in 
the policies. 


19. It might be well to provide for 
reconsideration of the entire arrange- 
ment, say, after ten years, during 
which time some very substantial 
changes in the business, in the stock- 
holders’ families, and in the economy, 
may have occurred. 


20. Finally, it is probably true that 


ance on the lives of all concerned it 
would be better to use the stock re- 
demption rather than the cross-pur- 
chase agreement. The survivors might 
not otherwise have the cash with 
which to buy. 
A & A 

e P. A. Quarto, CLU, has joined In- 
surance Research and Review Service 
as Director, Training Research. “Pat” 
Quarto is well known for his former 




































































, one entered into by and for the stock- in most cases where the agreement is work as director of training for the 
r | holders, with the corporation having not to be fully supported by insur- Life Underwriter Training Council. 
’ 
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NDER THE TITLE “ARE 4 HEaps 

Better than 2?”, enlargement of 
the Life Insurance and Trust Council 
to include attorneys and accountants is 
discussed in the January Life Associa- 
tion News by J. Ben Moore, trust officer, 
First National Bank, Atlanta, and John 
S. Bacheller, vice president and trust 
officer, Fidelity Union Trust Co., 
Newark, N. J. 

The authors cite a survey of 60 coun- 
cils conducted by the (then) Life Insur- 
ance and Trust Council of Northern New 
Jersey (T&E April 1957, p. 383) and 
another survey by the Atianta Life In- 
surance and Trust Council. In both 
cases the results of the survey caused 
the council to change to an estate plan- 
ning council, admitting attorneys and ac- 
countants, and both groups — after 
some months’ experience in the new ar- 
rangement — are glad they made the 
change. 

“We are certain that all of us in any 
phase of sales activity realize that third- 
party influence is one of the strongest 
aids which a salesman can have,” the 
authors say. “The Estate Planning Coun- 
cil affords a perfect medium through 
which each member of the estate plan- 
ning team can develop friendships based 
on mutual respect and trust. This under- 
standing must be the basis of any en- 
during and sincere source of third-party 
influence.” 

Fresno, Cal.—The Estate Planning 
Council of Fresno was organized Decem- 
ber 13, 1957, with 20 members equally 
divided among attorneys, accountants, 
life underwriters and trust officers. Mem- 
bership is restricted to fifteen in each 
category. Officers elected for the year 
ending June 1, 1958, are: Pres.— 
Gregory Stone, trust officer, First West- 
ern Bank & Trust Co.; Vice Pres.—Ray- 
mond S. Volkman, agency manager, 
New England Mutual Life Insurance 
Co.; Sec’y—Baxter K. Richardson, at- 
torney; T'reas.—Robert L. Baker, C.P.A. 

Connecticut—On December 4 Warren 
H. Eierman, vice president, Hanover 
Bank, New York, addressed the Bridge- 
port meeting on “Problems of the suc- 
cessful corporate executive.” 


New Haven—On December 10 “The 
Capital Gains Tax in Income Tax Plan- 
ning” was disucced by David P. Etzel, 
C.P.A., and Samuel J. Glazer, C.P.A. 
Preliminary preparation suggested to 
members was I.R.C., Sections 1201, 
1202, 1211, 1212, 1221-3. 

Delaware—On December 4 Earl R. 
Hudson, president of Kennedy Sinclaire, 
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ESTATE PLANNING COUNCIL ACTIVITIES 


Inc., spoke on the valuation and plan- 
ning of business interests for estate 
planning purposes. 

District of Columbia—On December 
3 the Council joined with the District of 
Columbia Chapter of Chartered Life 
Underwriters to sponsor the fourth an- 
nual Estate Planners’ Day. 

Atlanta—Within recent months the 
Life Insurance and Trust Council was 
changed to the Atlanta Estate Planning 
Council, admitting 50 attorneys and 10 
CPAs for a total membership of 170. 
Current officers are: Pres.—Frank D. 
Miller, vice president and trust officer, 
Citizens & Southern National Bank; 
Vice Pres.— William L. Heinz, Jr., 
C.L.U.; Sec’y.—James M. Sibley, at- 
torney; Treas——Mack H. Barnes, Sr., 
C.P.A. 

Indianapolis — The annual business 
meeting on December 19 elected the 
following officers for 1958: Pres.—C. 
Severin Buschman, Jr., attorney; Vice 
Pres——Joseph E. Hamaker, C.P.A.; 
Sec’y—Floyd D.Michael, trust officer, 
Merchants National Bank & Trust Co.: 
Treas.—A Hamilton Gardner. 

Des Moines—The December 2 pro- 
gram was presented by W. R. Nutt, as- 
sistant director of Internal Revenue. 

Baltimore—On December 2 G. Van 
Velsor Wolf, attorney, spoke on “Prob- 
lems Involved in the Sale of a Business 
at the Death of a Major Owner.” See 
summary at page 24. 

Detroit—On December 5, B. Courtney 
Rankin, attorney, spoke on “Problems 
in Marital Deduction Wills Formulae.” 

Flint—On December 19 W. Gibbs 
McKenney, Baltimore attorney and lec- 
turer, spoke on “A Symposium on Estate 
Planning for the Businessman.” Mr. Mc- 
Kenney’s two hour presentation was fol- 
lowed by a one hour panel session of 
local experts moderated by Mr. Mc- 
Kenney which tackled a specific case of 
estate planning of a business interest in 
an estate. After dinner another hour was 
devoted to discussion of written ques- 
tions submitted from the floor. 


Rochester, N. Y.—On December 12 
“Recent Cases on Corporation Owned 
Insurance and Stock Redemptions” was 
discussed by Robert Lawthers, director 
of Benefit and Pension Department, New 
England Life Insurance Co. 

Toledo—On December 19 the council 
heard Robert L. Skinner, C.P.A., man- 
ager of the tax department of Ernst & 
Ernst, Youngstown, Ohio, on the sub- 
ject of “Valuation of Stocks of Closely 
Held Corporations.” Current officers 


(elected Oct. 22) are: Pres.—Robert L. 


Floyd, C.P.A.; Vice-Pres.—Josiah T. 
Herbert, assistant vice president and 
trust officer, Toledo Trust Co.; Sec’y— 
Lawrence G. Bell, Jr., C.L.U.; Treas.— 
Joseph A. Yager, attorney. 

Philadelphia—On December 12, Louis 
W. Van Meter, vice president in charge 
of trust administration, Provident 
Tradesmens Bank & Trust Co., spoke on 
“A Trust Company Faces the Unplanned 
Estate of Adam MacAdam, Deceased.” 
Copies of the estate situation were sent 
out to the membership beforehand and 
Mr. Van Meter outlined the trust com- 
pany hardships imposed by MacAdam, 
and the disadvantages to heirs. 

Nashville—On December 9 Harry 
Phillips, attorney, spoke on “Tennessee 
Gift to Minors Law,” passed by the 1957 
General Assembly. At the October meet- 
ing this council—formerly a Life In- 
surance and Trust Council—changed its 
name to Estate Planning Council in 
order to enlarge its membership and 
admit attorneys and accountants. 

V ermont—Ear| R. Hudson, president 
of Kennedy Sinclaire, Inc., spoke on 
“Estate Planning for the Small Business- 
man” on December 18 in Burlington. 

Seattle—On December 11, David E. 
Ellison, trust officer, Seattle—First Na- 
tional Bank, spoke on “Common Sense 
Approach to Business Redemption or 
Liquidation.” Mr. Ellison has recently 
made an intensive review of all the fac- 
tors that should be considered in effec- 
tive planning for business continuance 
or liquidation. 

Milwaukee—On December 9 Stuart A. 
Monroe, head of the Chicago agency of 
Mutual Benefit Life Insurance Co., dis- 
cussed “Observations on the Use of Life 
Insurance in Estate Planning.” 


A A A 


T&E’s Tax Editor Wins 
$1.7 Million Refund 


In a 5-0 decision of the U. S. Court 
of Claims, Samuel J. Foosaner, T&E’s 
Federal Tax Editor, has won a refund 
of $1,718,504, plus interest of over 
$850,000, on behalf of a trust. The 
plaintiffs successfully contended that the 
basis of securities for computing capi- 
tal gain or loss should be that as of the 
date of the death of the grantor, rather 
than that in his hands, where the grantor 
reserved a substantial portion of the in- 
come for life and the power to alter or 
revoke, even though the latter power 
was subject to the consent of a dis- 
interested person and was limited by a 
proviso that its exercise could not re- 
sult in increasing the grantor’s interest 
in income or principal. See p. 77. 
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IRVING TRUST COMPANY 


NEW YORK 


STATEMENT OF CONDITION, DECEMBER 31, 1957 


ASSETS 
Cash and Due from Banks . 
Securities: 
U. S. Government Securities . 


Securities Issued or Underwritten 
by U. S. Government Agencies . 


Stock in Federal Reserve Bank . 
Other Securities . 


Loans: 
Loans Guaranteed or Insured 
by U. S. Government 
or its Agencies . 
Loans Secured by 
U. S. Government Securities . 
Other Loans. 


Mortgages: 
U. S. Government Insured 
F.H.A. Mortgages 


Conventional First Miretnnen 
on Real Estate. 


Banking Houses . » 
Customers’ Liability for 
Acceptances Outstanding 
Accrued Interest and 
Other Assets. 
Total Assets . 


LIABILITIES 
Deposits . ‘ 
Taxes and Other Seneneen ‘ 
Dividend Payable January 2, 1958. 


Acceptances: Less Amount in 
Portfolio. 


Other Liabilities . 
Total Liabilities 


$ 502,571,153 
344,867,667 


33,991,202 
3,150,000 
6,852,788 

388,861,657 





33,581,524 


27,364,501 
745,202,787 
806,148,812 


19,617,749 


542,695 
20,160,444 


16,754,261 





62,033,997 


___7,520,928 
$1,804,051,252 











$1,578,462,572 
16,145,709 
2,000,000 


67,582,590 
7,058,888 
1,671,249,759 





CAPITAL ACCOUNTS 


Capital Stock (5,000,000 shares— $10 par) 


Surplus . 
Undivided Profits 
Total Capital hain 


Total Liabilities and 
Capital Accounts 


50,000,000 
55,000,000 
27,801,493 
132,801,493 








$1,804,051,252 








U. S. Government Securities pledged to secure deposits of public 
monies and for other purposes required by law 


amounted to $82,416,344. 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





DIRECTORS 
RICHARD H. WEST 


Chairman of the Board 


GEORGE A. MURPHY 
President 


HENRY P. BRISTOL 
Chairman, Executive Committee, 
Bristol-Myers Company 

THOMAS C. FOGARTY 
Pre sident, 

Continental Can Company, Inc. 

I. J. HARVEY, JR. 

Chairman, The Flintkote Company 

DAVID L. LUKE 
President, West Virginia 
Pulp and Paper Company 

J. R. MacDONALD 
Chairman and President, 

General Cable Corporation 

MINOT K. MILLIKEN 
Vice President and Treasurer, 
Deering, Milliken & Co., Inc. 

DON G. MITCHELL 
Chairman and President, 

Sylvania Electric Products Inc. 

ROY W. MOORE 
Chairman, 

Canada Dry Ginger Ale, Incorporated 

MICHAEL A. MORRISSEY 
New York, N.Y. 

PETER S. PAINE 
President, 

New York & Pennsylvania Co. 

LeROY A. PETERSEN 
President, Otis Elevator Company 

J. WHITNEY PETERSON 
President, 

United States Tobacco Company 

DONALD C. POWER 
President, 

General Telephone Corporation 

RAYMOND H. REISS 
President, 

Reiss Manufacturing Corporation 

HERBERT E. SMITH 
Former Chairman of the Board 
and Chief Executive Officer, 
United States Rubber Company 

E. E. STEWART 

President and Chairman of the Board, 
National Dairy Products Corporation 
| WILLIAM J. WARDALL 

New York, N.Y. 

FRANCIS L. WHITMARSH 
President, 

e Francis H. Leggett & Company 
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CHEMICAL 
CORN EXCHANGE 


BANK 


165 Broadway, New York 


Condensed Hlatement of Condition 


At the close of business Dece. ler °, 957 
ASSETS 
Cash and Due from Banks ..... $ 928,662,275.67 
U. S. Government Obligations 480,438,147.74 


State, Municipal and Public Securities 318,639,489.80 


Other Bonds and Investments ._. 14,019,302.21 
beams . «+. « « « « « » 2,468,%55,110.90 
Banking Premises and Equipment . 20,690,399.27 


Customers’ Liability on Acceptances 67,484,902.61 
Accrued Interest and Accounts 

















EEGGERVAAIO =. sk ltl ll 10,092,968.16 
OE a a a 1,425,426.23 
$3,310,208,022.59 

LIABILITIES 

Capital Stock ($10.par) $ 63,765,900.00 

Surplus. . .. .  186,234,100.00 
Undivided Profits . 37,674,789.80 $ 287,674,789.80 
Reserves for Taxes, Expenses, etc. . 9,918,567.43 
Dividend Payable January 1, 1958 . 3,666,591.06 
Acceptances Outstanding (Net). . 69,702,913.91 
Qther Liabilities . . . . « -« 5,969,441.44 
Deposits . . . .« « « « . 2,983,275,718.95 
$3,310,208,022.59 








Securities carried at $122,013,468.88 in the foregoing statement are 
deposited to secure public funds and for other purposes required by law. 


Convenient Offices Throughout Greater New York 








Directors 


FRANK K. HOUSTON 
Honorary Chairman of the Board 
N. BAXTER JACKSON 
Chairman, Executive Committee 
ROBERT A. DRYSDALE 
Senior Partner, l)rysdale & Co. 
DUNHAM B. SHERER 
New York 
C. WALTER NICHOLS 
Chairman, Nichols Engineering 
& Research Corporation 
J. H. HILLMAN, JR. 
industrialist. Piltsburgh 
JOSEPH A. BOWER 
Chairman, Detroit International 
Bridge Company 
THOMAS R. WILLIAMS 
President, 
Ichabod T. Williams & Sons, Inc. 
JOHN K. ROOSEVELT 
Roosevelt & Son 
HENRY UPHAM HARRIS 
Partner, Harris, Upham & Co. 
HAROLD H. HELM Chairman 
H. E. HUMPHREYS JR. 
Chairman, 
United States Rubber Company 
CASON J. CALLAWAY Farmer 
ROBERT J. McKIM President, 
Associated Dry Goods Cor poration 
MAURICE T. MOORE = Partner, 
Cravath, Swaine & Moore 
JAMES BRUCE New York 
J. ALBERT WOODS President, 
Commercial Solvents Corp. 
BENJAMIN F. FEW President, 
Liggett & Myers Tobacco Co. 
ROBERT G. GOELET 
Real Estate 
JAMES B. BLACK 
Chairman of the Board, 
Pacific Gas and Electric Company 
GILBERT H. PERKINS 
Vice Chairman 
ISAAC B. GRAINGER 
President 
KENNETH E. BLACK 
President, 
The Home Insurance Company 
ALEX. H. SANDS, JR 
Vice Chairman, 
The Duke Endowment 
ARTHUR B. GOETZE 
President, 
Western Electric Company, Inc. 


Advisor yf Commettlee 


ROBERT GOELET Real Estate 
FREDERIC STEVENS ALLEN 
Trustee 
WILLIAM G. HOLLOWAY 
Honorary Chairman of the Board, 
W. R. Grace & Co. 
JOHN R. McWILLIAM 
Retired 
W. ROSS McCAIN 
Chairman of the Boara, 
Aetna Insurance Group 
FREDERICK E. HASLER 
Chairman, Hayltian American 
Sugar Company, S. A. 
WILLIAM P. WORTHINGTON 
President, 
Home Life Insurance Company 
JOHN R. SUMAN 
Oil and Gas Consultant 











Every Banking and Trust Service at Home and Abroad 
Charter Member New York Clearing House Association 


Member Federal Reserve System Member Federal Deposit Insurance Corporation 
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Family Tax Planning 


CASE STUDIES FROM AN ACCOUNTANT’S FILE 


ASE STUDIES USED AT OUR FIRM S RE- 
C cent tax meeting highlight the pos- 
sibilities in Family Tax Planning. 

A businessman, age 40, with three 
children, (two, four, and five years of 
age), has a salary of $50,000 and divi 
dend income of about $6,000 from about 
$150,000 of stock. We suggested his 
creating a ten-year trust of $50,000 for 
each child, because the dividend income 
was taxed at a 60% bracket on top of 
his salary. He demurred on the ground 
that after five or six years his salary 
may drop substantially. That is not a 
valid objection for he can provide in 
the trust agreement that the income 
can be used for their support. Of course. 
if actually so used, the income is tax- 
able to him, but if his salary drops tu 
say $5,000, his top bracket will drop 
from 60% to 20%, so it will not huri 
him taxwise if the income is actually 
used for support. 

Each trust would receive $2,000 in 
come payable outright to the child 
which, after the standard deduction and 
exemption would be subject to a $240 
tax or $720 total, compared with the 
$3.600 that the dividend income is being 
taxed to the father. So, there is an esti- 
mated tax saving of $28,000 over the 
ten-year term of the trust. 

lwo brothers in high tax brackets 
each owned half of the stock in a corpe- 
ration which was making so much money 
that they were beset with the possible 
imposition of a penalty surtax on un- 
reasonable accumulation of income. The 
problem was whether to pay dividends 
to avoid the surtax or to resist a de- 
ficiency assessment on the ground that 
the surplus was needed in the business. 
Bu: there is a third possibility. Brothers 
John and Joe each create ten-year trusts 
of ‘he family corporation stock for each 
of their respective children. Liberal 
div'dends are paid. Half of the income 
could be accumulated in the trust and 
hali paid out to the children so the 
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Based on a paper before the St. Louis Life In- 
Surance and Trust Council, Nov. 5, 1957. 


January 1958 


STUART E. WHITE, C.P.A. 


Partner, Arthur Andersen & Co. 


number of new taxable entities would be 
double the number of children, generat- 
ing substantial savings which could be 
used, for example, to pay insurance 
premiums. 


Ten-Year Trusts 


Here is another situation. A man, 
aged 30, has five children between the 
ages of one and five. He has $75,000 of 
interest and dividend income with an 
average yield of 5% and $200,000 a 
year as salary from a family-owned 
and from partnership 
profits. Of this income $55,000 is sub- 
ject to tax at 89% and he and his wife, 
who have each used up their $30,000 
lifetime gift tax exemptions, were up in 
highgift tax brackets. He thought he 
was too young to start giving away his 
$1,500,000 estate, but wondered whether 
he could make gifts without further tax. 

In 1957 he could create a ten-year 
trust of $20,000 for each of his five 
children. Each trust at a 5c yield would 
receive $1.000 of income payable into a 
savings account in the name of each 
child. A bank would be trustee. For gift 
tax purposes the $20,000 is considered 
to yield 3140 regardless of the fact that 
actually it is yielding 5%. 


corporation 


The present 
right to receive $700 a year for the next 
ten years is worth 8.3166 times $700 or 
$5,822. The father would file a gift tax 
return reporting a gift of $5,822 to each 
child. The wife would consent thereto 
and would add her $3,000 to the father’s 
so there would be no gift tax in 1957. 
In 1958 and succeeding years he 
would do exactly the same thing. By 
1967 the 1957 trusts would have run the 
ten-year course and the corpus would 
revert to the grantor. In the meantime, 
there is $1,000 a year from each trust 
payable to the children so that at the 
end of the ten years there would be 
$10,000 payable annually to each of the 
five children. There is no future interest 
involved because the income is currently 
payable to the children. The father’s in- 
come tax would be reduced $4,450 which 
is 89% of the $5,000 involved in the 


first year, or a net family tax saving of 
$4,150 each year for the ten years on 
the 1957 trusts. 

In 1967 the father could take securi- 
ties reverted from the 1957 trusts and 
create new trusts running for ten years. 
As trusts terminated in each succeeding 
year he could form new ten-year trusts 
in 1968 running until 1978, and so on. 
By then he would have $50,000 of divi- 
dend income circulating in these fifty 
trusts, of which $10,000 would be taxed 
to each of his five children and it would 
just keep on going as long as he wanted. 
The ten-year aggregate tax saving would 
be $182,500; on a continuing basis the 
tax minimization for subsequent years 
would average $36,500 annually. 

The ten-year trust is_ peculiarly 
adapted for the multiple trust purpose. 
Even if the Mills sub-Committee of the 
Ways and Means Committee eventually 
solves the problem of taxing multiple 
trusts, they will have trouble with these 
ten-year trusts. 

One thing to be careful of with ten- 
year trusts is capital gains. If the trust 
agreement says nothing about them. they 
will be added to corpus, and since the 
trust reverts to the grantor in ten years, 
Code Section 677(a) would apply. pro- 
viding that, where income is accumu- 
lated for the benefit of the grantor. it is 
taxed to him. Hence, the grantor would 
have to wait out the balance of the ten 
years for the corpus to come back to 
him, but he would have to pay tax on 
the capital gains currently. Thus if one 
wants long-term capital gain to be taxed 
to the children, rather than the grantor, 
the instrument should provide that the 
beneficiary will receive the income plus 
the long-term capital gain, or the latter 
could be accumulated in the trust but 
segregated for the benefit of the bene- 
ficiary with only the original corpus re- 
verting to the grantor. 

In this connection, it should be noted 
that the Internal Revenue Service in 
Washington gave an informal opinion 
that the value of the gift was not only 
the value of the right to future income, 
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but also the value of the appreciation 
of the trust assets over the grantor’s tax 
cost basis at the time the trust was 
created. I believe this opinion goes too 
far since the realization of the capital 
gain is dependent upon the trustee’s 
decision to sell, if ever, and an excess 
over cost at time of sale equal to such 
excess at the inception of the trust. It 
would seem that there would be a gift 
only in the year of sale since the 
grantor merely set in motion machinery 
that might eventually result in a gift 
depending on the fiduciary judgment of 
the trustee, not as to whether or not to 
complete the gift by sale of the asset, 
but as to whether for investment pur- 











A Close Corporation 


and 


THE VALUE OF 
ITS STOCK 


Why will the investing public value the 
stock of two strong corporations in the 
same industry at such violently different 
levels? One will sell for 75% of book 
~ value, the other for 225%. 


Every owner of a substantial interest in 
a closely held corporation is faced with 
uncertainty as to the value which will 
someday be placed on his stock for the 
determination of estate and gift taxes. 


The Internal Revenue Service warns in 
its regulation . “Often an appraiser 
will find wide differences of opinion as to 
the fair market value of a_ particular 
stock.” 

These wide “differences of opinion” can 
be costly to the stockholder since the 
burden of proof rests on him. The best 
protection is an authentic valuation 
which conforms to the tax regulations 
and can be supported by expert testi- 
mony if necessary. 

A valuation report which will stand up 
under critical review requires specialized 
techniques on the part of men who have 
distinctive experience and facilities in this 
field. 

MANAGEMENT PLANNING’S valuation 
reports are welcomed by stockholders, at- 
torneys, trust officers and taxing authorities 
as assurance of equity for all concerned. 


MANAGEMENT PLANNING, 
INC. 


Princeton, New Jersey 
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poses the trust asset should be sold and 
the proceeds invested in a sounder in- 
vestment. If no occasion arises for the 
trustee to make that decision during the 
ten-year duration of the trust, the se- 
curities would revert to the grantor, an 
eventuality inconsistent with the gift 
concept of relinquishing all strings. 


Another trap to be wary of is this. If 
stock is to be put into a trust that lasts 
exactly ten years, the actual transfer to 
the trustee on the corporation’s books 
may take place some days after the date 
of the trust agreement, thereby making 
the trust less than ten-years in duration. 
Although a revenue agent might not be 
aware of such facts, it is safer to make 
the trust for ten years and one or three 
months, and then make certain that the 
assets are actually on the books of the 
registrar as transferred into the name 
of the trust or the nominee of the trust 
at least ten years before termination. 


Borrowing Case 


Here is a case that arose in one of our 
offices. Mr. X has four children. He is 
in the 90% income tax bracket, but his 
income is virtually all salary from a 
corporation. He borrows $200,000 from 
a bank at 5% and he puts that money 
into a ten-year trusts for each of his 
four children. The trustees invest in 
Government bonds that yield 4% or 
$8,000 per year for the four trusts. The 
father would pay $10,000 interest on the 
loan but he gets a $9,000 tax bene- 
fit, so the net cost to the father is only 
$1,000. Net cost to the father and 
children is $1,960 per year on $8,000 
of income, a net gain of $6,040 a year 
or over $60,000 for ten years, which of 
course, could be used to pay premiums 
on life insurance. When the bonds ma- 
ture in ten years the father repays the 
loan to the bank, which was secured by 
the grantor’s reversionary interest in 
the trust plus the cash surrender value 
of some insurance policies. The children 
could use the $1,760 each received after 
taxes to purchase insurance either on 
their own lives or on their mother’s life. 


There is one fly in this ointment. The 
Revenue Service has issued a ruling, 
Rev. Rul. 54-94, that interest is not de- 
ductible in certain cases where an in- 
dividual pays more interest than he re- 
ceives on amounts that he purports to 
borrow. Early in 1957 the Internal Rev- 
enue Service assessed a deficiency 
against Gene Autry and Danny Thomas, 
involving similar facts. Those cases are 
new pending in the Tax Court, and one 
should wait to see what happens to them. 


Another of our offices brought up 


this proposition. P would like to pro- 
vide trust funds for the college educa- 
tion of his children, while at the same 
time reducing his income tax. His tax- 
able income is derived from his business 
as a general agent for an insurance com- 
pany. The transfer of the right to re- 
ceive such income already earned would 
not remove the income tax consequence 
from him. However, P also has the 
right to receive income from future re- 
newal commissions on life insurance 
sold by others. Agents who work for P 
contract under certain circumstances to 
assign to him their rights to future re- 
newal commissions. P also can_pur- 
chase such rights from other agents. 
Another agent needs funds and sells 
them to P at a discount. These rights 
are property rights, as distinguished 
from a mere assignment of income al- 
ready earned, and can be the subject of 
a transfer to a trust and the gift tax 
exemptions and exclusions would be 
utilized. 

The tax cost basis to P of the as- 
signed rights (zero basis) and the pur- 
chased rights at cost would carry 
through to the trust. The recovery by 
the trust in excess of such basis, whether 
it be a zero basis or a cost basis, would 
constitute ordinary income to the trust 
as received. Thus substantial amounts 
of future income can be shifted from 
P’s relatively high tax bracket to the 
lower brackets of the trust. 

Here is another tax pointer. Smith’s 
sole significant asset is common stock in 
a wholly-owned company, which pays no 
dividends. A major liquidity problem 
will arise at his wife’s death subsequent 
to his. Insurance on her life is the ap- 
parent answer, but the cost in after-tax 
dollars would be prohibitive to Smith 
personally. His wife and children have 
no income. How can Smith create a 
new taxable entity with after-tax income 
adequate to pay insurance premiums. 
yet not increase his own income? 

The solution appears to be a dividend 
of preferred stock paid on Smith’s com- 
mon. This is what is now called Sec- 
tion 306 stock under the 1954 Code: 
that is, if it is redeemed or sold, the 
proceeds over the basis is ordinary in- 
come instead of long-term capital gain. 
However, it is assumed that the new 
stock here will remain an asset of the 
irrevocable trust to be created by) 
Smith. The trust will utilize dividend 
income taxed at 20% to pay insuran:e 
premiums on the wife’s life. The income 
is not taxable to Smith since the insv: 
ance is not on his life. Such stock c 
also serve well as corpus for many typ 
of trusts. 


yp 


Trusts AND EsTATI5 





Ja 








Jay 


TARY 1958 


COMMERCE. CLEARING, HOUSE, .INC.. 


NVA IAA AANASSAANANS SAAN NYS NISSAN ASASASA SAA ANY AANAAAAAAAA AANA AAAS SAAS 


PUBLISHERS of TOPICAL LAW REPORTS 


NEW YORK 36 CHICAGO 30 WASHINGTON 4 
522 FiFTH AVE 4025 W. PETERSON AVE. 425 13TH STREET. N. W. 





31 











Estate Clinics 


HOW WORKING GROUP PRODUCES BUSINESS 


FOR PLANNING TEAM 


W. T. HACKETT 


Vice President and Trust Officer, The Huntington National Bank of Columbus, Ohio 


HE ADJOINING ADVERTISEMENT IN 
5 March 1957 issue of TRUSTS AND 
EstaTeEs highlights the results of our 
Estate Analysis program which has been 
in effect for the past eight years. Our 
aggregate trust fees from this new busi- 
ness come close to the half-million mark 
and, in addition, we have received or 
have coming to us statutory fees as 
executor in excess of $100,000. These 
369 Analyses have also developed liter- 
ally millions of dollars of life insurance 
for the underwriters involved in the 
cases; every completed case has paid 
some attorney a fee, usually a good one: 
and the accountants have secured clients 
or extra fees from present ones, 


An intelligent estate plan cannot be 
developed unless an Analysis has been 
first made, any more than one can build 
a sound bridge without a blueprint. The 
Estate Analysis has only one purpose — 
to spur the prospect to action. It does 
this by demonstrating to what degree 
his estate will go where he wants it to 
go and do what he wants it to do. If 
the estate is drastically reduced by 
taxes, the amount of which he is usually 
unaware of, it will not do what is ex- 
pected of it. In the Estate Analysis we 
suggest those revisions which will im- 
prove his situation; and having done 
so, we then show the tax effect on his 
estate if these suggestions are adopted. 


The estate plan, developed on the 
basis of the findings in our Analysis, 
can best be developed by using the com- 
bined services and specialized knowl- 
edge of a group consisting of the client’s 
attorney, his life underwriter, trust offi- 
cer and, in certain cases, his accountant. 
The same group is involved in the analy- 
sis phase and, since it is essentially a 
“selling” procedure, it is vital that the 
group operate in such a way that the 
prospect will be sold the need for 
analyzing and then planning his estate. 
More important, it must be done in such 
a manner that none of the members of 


Based on a talk given before Dayton Life Insur- 
ance and Trust Council, Nov. 12, 1957, and Estate 
Planning Council of Flint, Mich., Oct. 24, 1957. 
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FORTY-NINE ESTATE ANALYSES 
A YEAR, average, for the past eight 
years — has put a total of $39,000,000 
of estate assets on our books. 


As we have reported in Trusts and Estates, from 
year to year, we use estate analysis as our princi- 
pal method of developing new trust business. Our 
prospects are referred to us principally by life 
underwriters. We have no outside new business 
solicitors. 

Since 1949, when we started this program, we 
have made 369 written analyses of estates whose 
assets total about $158,000,000. Out of these cases 
we have received 153 living and testamentary trusts 
under which we now administer some $33,000,000 
of assets. Also, we have served or are serving some 
24 of these estates, which held assets aggregating 
$6,000,000, as executor. 


We have also placed 130 other Wills, in which we 
are named as executor, and in most cases trustee, 
in our Will file, and are acting as trustee under 
83 revocable life insurance trusts, which are coup- 
led with “pour-over” Wills, in which we are named 
executor. These latter items, of course, represent a 
sizable backlog of potential business. 


If our experience will be of any help to you we 
will gladly give you more detailed information. 


Warren T. Hackett, Vice President and Trust Officer 


THE HUNTINGTON NATIONAL BANK 
of COLUMBUS, OHIO 





the group will “un-sell” him in the 
process of working with him. 


Organization of Clinics 


In Columbus, some six years ago I 
was instrumental in developing a pro- 
cedure and an organization which has 
resulted in an unusual degree of co- 
operation among _ attorneys, under- 
writers, trust officers and accountants. 
There was formed a group, which ihen 
and now consists of ten of the leading 
underwriters, ten topnotch attorneys, 
three trust officers (one from each of 
the banks in Columbus that have Trust 
Departments) and two of our leading 
accountants. The members of this group 
are all actively interested in estate 
analysis and planning and have been 
practicing it in varying degrees. 

This group took the name “Estate 
Clinic,” since its purpose was to diag- 
nose and prescribe. It differs in a 
marked degree from the life insurance- 


trust council in that the Estate Clinic 
is primerily a working group. Its pro- 
grams consist of studying actual cases 
and not merely listening to speeches. 
It is restricted as to size — 25 members. 
Through their meetings they get a better 
understanding of the functions and pro- 
fessional duties of the other members of 
ihe Clinic. 

Three years ago a second group was 
started and another one last year. If 
interest continues to grow, a fourth and 
possibly a fifth group will be started. 

The three groups operating today are 
responsible for most of the estate analy- 
sis and planning work in the Columbus 
area. The underwriters “bird-dog” the 
prospects and get them into the Trust 
Department of the bank with which the 
prospect does business. The Analysis is 
then made by the bank and presented 
to the prospect by the trust officer. The 
prospect’s attorney is brought into the 
picture in every case, in the analyzing 
stage. If the prospect has no attorney — 
and surprisingly, many do not — the 
underwriter and the trust officer sug- 
gest the names of a number of attorneys 


they know to be qualified to handle 


the planning phase. Also, if an account- 
ant is needed in a particular case and 
the prospect does not have one, the same 
procedure is followed. 

These three groups meet once a 
month, nine months a year. These in- 
formal meetings are conducted over ihe 
dinner table in one of our downtown 
clubs. We have no speakers, officers or 
dues. The chairmanship of each group 
rotates from member to member each 
month. Also, each month 
torney, one underwriter and one irust 
officer are picked to present an actual 
case analysis. 

A copy of the data covering the case 
to be presented at the meeting is sent 
to each member in advance of the mee!- 
ing and each is free to work out his 
own particular solution. Thus, when the 
panel presents its solution to the grou). 
the others criticize or offer alternatives. 
It is the consensus of the members thet 
our experience has been most successfu!. 


one al- 
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The groups function as clearing houses 
for new ideas. 


The Only Salesmen 


The members of these groups are our 
only salesmen — particularly the life 
underwriters. They are now well versed 
in estate analysis and talk it day in and 
day out with their prospects. As a con- 
sequence the Trust Departments have 
had a steady flow of prospects from this 
source. 

When an underwriter or an attorney 
interests a man in having an Estate 
Analysis made, he makes an appointment 
for him with a trust officer of the pros- 
pect’s bank. We then meet, usually in 
our office, with the individual, the un- 
derwriter and — in some cases — the 
attorney. (Most attorneys, I have found. 
prefer to come in after the Analysis has 
been completed.) At the initial meeting 
we get the data from the prospect that 
we need in order to make an Analysis. 
| now have two full-time men in my de- 
partment who process the data and write 
the reports on our findings. 


Report to Prospect 


Our reports first develop a hypotheti- 
cal probate of the estate, pointing out 
the solutions to the problems. When this 
report is ready we have another confer- 
ence with the prospect, at which time 
we read our report aloud with him — 
he following his copy — and we answer 
his questions and amplify various points 
set forth in the report as we go along. 
This particular point of the procedure 
is vital to the results we have had since 
it assures us that in nearly every case 
the prospect understands his potential 
estate problems and what can be done io 
solve them. Furthermore, by giving him 
a written report which sets forth our 
findings, rather than a verbal discus- 
sion based on work-sheets, he has some- 
thing to use to refresh his memory at 
a later date because few laymen can ever 
retain all the facts told them in any one 
interview. When, against our better 
judgment, we have given our written 
report to the prospect to read rather than 
reading it with him, the results have 
no! been satisfactory, due mainly, I be- 
lieve, to the fact that they did not un- 
derstand the report while reading it 
alone and, as a consequence, were in- 
clined to procrastinate. It was most 
dificult to pick up the interest of these 
pecple again. 

Once the prospect understands the 
findings of the Analysis he is then ready 
to vork with the team and set up a 
plan to fit his particular situation. 

‘n interesting aspect of this pro- 
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cedure is that the prospect does not be- 
come cost conscious. Once the need for 
the use of the trust device has been 
demonstrated, it is a simple matter for 
the trust officer to explain the basis for 
fiduciary fees and, of course, the indi- 
vidual pays nothing for the analysis 
work. Furthermore, the trust officer can 
explain the need for a competent legal 
job and points out that the attorney will 
be entitled to adequate compensation for 
the services rendered — not the usual 
$10 or $25 fee paid for a will. Also, 
when additional insurance is indicated 
— as it is in a majority of the cases — 
the question of cost never arises because 


the Analysis has shown the individual 
that he must have it and cost then be- 
comes a secondary item. 

[At this point, Mr. Hackett took his 
audience through a typical, actual case 
sent in by an underwriter. The analysis 
comprised 13 single-spaced pages. | 

In concluding, I recommend to Estate 
Planning Councils the idea of setting up 
a sub-group or a number of sub-groups 
within the organization similar to our 
Estate Clinics. I think it will increase 
their effectiveness. The parent group can 
still continue to operate as now or it 
can bring the sub-groups together once 
or twice a year. 





Pauw A\dweilising 


PROMOTES 


"GENUINE COOPERATION" 


A member of the American 
Bar Association comments on 
the advertising of a PURSE 
COMPANY customer bank: 


“I think that your ads 
(featuring the importance of 
the attorney’s service in es- 
tate matters) are in keeping 
with the spirit of genuine 
cooperation that should exist 
between banking institutions 
and bar associations, to give 
the best possible service to 
the public, and I hope very 
much that you continue this 
advertising.” 



























It is not a theory but a fact 
that cooperation between at- 
torney and Trust Department 
benefits the public, the attorney 
and the Trust Department. 


THE PURSE COMPANY 
specializes in ADVERTISING 
that inspires and __ sustains 
friendship and cooperation be- 
tween these two guardians of 
the public welfare. 





Write (or phone collect) for 
a mail demonstration of such 
an ADVERTISING program. It 
costs you nothing. We can 
show you how to bring in a 
gratifying amount of new trust 
business. 


THE PURSE COMPANY 
Headquarters for Trust sbduertising 


CHATTANOOGA 2, TENNESSEE 
MONTCLAIR. N. J. © CHICAGO 
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CORRESPONDENCE 
(Continued from page 3) 


and put it into gilt-edged against the 
wishes of the family, who had the sup- 
port of the accountant to the family and 
the company. It was only dissuaded after 
considerable pressure and required in- 
demnities from the family. Within a year 
the shares had risen to between two and 
three times their value. Had the corpo- 
ration had its way the estate would prob- 
ably have sustained a loss and certainly 
not appreciated. 

The second case is of a trust corpora- 
tion placing about half of an estate on 
deposit for about a year, when there 
was an extremely wide investment clause. 
I do not know what “rules for internal 
audit and inspection” were applied in 
this case. “Trust the bank” 
slogan, not a legal safeguard. 

I could give other examples but they 
would hardly take the argument fur- 
ther, for how many exceptions have 
there to be before they cease to be “iso- 
lated”? I have never denied that corpo- 
rations have advantages over private 
trustees — they do not die; and when, 
as happens in the best regulated fami- 
lies, a black sheep runs off with some 
assets, the corporation makes good the 
loss; nor do I deny that solicitors do 
not always draw perfect wills (though 
even corporations have been known to 
supply defective clauses, for which the 
estates have had to pay: see Re Sandys’ 
Will Trusts [1947] 2 All E.R. 302) ; but 
trust corporations are commercial, not 
professional, institutions, and it is quite 
misleading to pretend otherwise. Final- 


seems a 


ly, may I draw attention to the passage 
at p. 1139 in the November issue of your 
Journal where Mr. H. D. G. Trew of the 
Westminster Bank deals with the difficul- 
ties encountered in England by trust cor- 
porations in trying to keep the personal 
touch? Are his views also misleading ? 
Edwar.i F. George, 


Solicitor 
London, Eng. 
A kh A 
H. S. Girls Learn About 
Banking 


Thirty-two girls, all Chicago area 
high school seniors, spent the Friday 
after Thanksgiving learning about the 
banking business: “The Workshop for 
Graduating Seniors” was sponsored by 
the Harris Trust and Savings Bank. 
After a welcome from Miss Alice Har- 
wood, assistant personnel officer, the 
girls heard a talk on how banks serve 
the community, enjoyed a luncheon and 
made a complete tour of the bank. 

Next came the workshops. The girls 
were divided into three groups: secre- 
tarial training, general office work and 
business machines. Each session was 
moderated by a bank supervisor assisted 
by recent high school graduates now on 
the bank staff. After the workshop an- 
other group of the bank’s recent high 
school graduates presented a fashion 
show featuring the “do’s” and “don’ts” 
of feminine business attire. Wearing 
clothes from their own wardrobes, the 
Harris Models showed what the well- 
dressed business girl should wear—and 
should not wear! The seniors finished 
the day with a social hour. 








thoto courtesy Texas Bar Journal 


Credit for the close liaison between Texas bankers and lawyers is due this committee — 
the State Bar Conference Committee with Trust Institutions. Their work has brought a 
mutual understanding of the duties and the privileges of both professions. Members are 
vice presidents and trust officers of banks and lawyers. Some of them who attended a 
recent meeting in Dallas are, from left, Sam A. Chapman, National Bank of Commerce, 
San Antonio; J. E. Meyers, U. S. National Bank of Galveston; Ralph E. Scott, First 


National Bank, Dallas; 


Tom 


J. Moroney, 


Republic National Bank, Dallas; R. N. 


Gresham, San Antonio attorney; George Irving, Bank of the Southwest, Houston (standing) ; 
Joyce Cox, Houston attorney; Melvin F. Adler, Fort Worth attorney; and Elmer Ware 
Stahl, San Antonio attorney. 
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Trust Operations Training 


at Chase 


The training program for operations 
staff of the trust department at Chase 
Manhattan Bank, New York City, was 
reactivated last year and in time is ex- 
pected to cover 75% of the department's 
2,300 people. The plan was worked out 
in 1951-53 and covers indoctrination, 
general knowledge and on-the-job train- 
ing. 

Indoctrination (for all new staff mem- 
bers) in three two-hour conferences 
covers in broad terms what a trust de- 
partment is and does and describes both 
the services to customers and the em- 
ployees’ opportunities for advancement. 

General knowledge, which requires six 
two-hour sessions, explains the issuance 
and trading of stocks, bonds, and rights. 
Trainees learn how the bank assists 
corporations in these transactions. 

On-the-job training consists in care- 
fully planned instruction for newcomers 
who have received specific assignments 
and others who are promoted to new 
jobs. 

The Personnel Administration train- 
ing division conducted sessions for line 
officers and supervisors of the trust de- 
partment before the latter took over the 
first two phases of the program. On-the- 
job training is given by experienced 
trust department personnel. The pro- 
gram makes use of both manuals and 
visual training aids. 


A A A 


Insurance Conference to Be 


Held 


Problems facing the life insurance un- 
derwriter will be analyzed by nationally 
known specialists at a three-day confer- 
ence at the University of Florida in 
Gainesville, March 27-29. Current prac- 
tices in the use of buy-and-sell agree- 
ments, recent developments in business 
uses of individual accident and sickness 
contracts, and opportunities for life un- 
derwriters in pension planning are some 
of the topics to be covered. 


Among the speakers are Michael M. 
McKenny, director of advanced under- 
writing division, New York Life Insur- 
ance Co.; Carl Ernst, director of sick- 
ness and accident department, North 
American Life & Casualty Co., Minne- 
apolis; and Earle R. Bennett, general 
agent, Provident Life & Accident Insur- 
ance Co., Tampa. 

Registration fee is $30. Further in- 
formation may be obtained from [r. 
Frank T. Adams, Jr., 909 Seagle Build- 


ing, Gainesville, Fla. 
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HARRIS Trust 


and Savings BANK 


Organized as N. W. Harris & Co. 1882. Incorporated 1907 


115 W. MONROE STREET 


CHICAGO 90 





STATEMENT OF CONDITION 


DIRECTORS 





December 31, 1957 
RESOURCES 


Cash on Hand and Due from Banks. . 
U. S. Government Securities 

State and Municipal Securities 

Other Bonds and Securities 

Loans and Discounts 

Federal Reserve Bank Stock. ........... 
Customers’ Liability on Acceptances 
Accrued Interest and Other Resources... . 
Bank Premises 


... .$199,207,554.95 
139,873,709.52 
48,902,564.89 
6,035,485.82 
358,959,482.43 
1,050,000.00 
1,644.65 
3,711,349.20 
5,700,000.00 
$763,441,791.46 





LIABILITIES 


Demand Deposits 

Time Deposits 
Total Deposits 

Dividend Payable January 2, 1958 

Acceptances 

Reserves for Taxes, Interest, etc 

General Contingency Reserve 

Capital $ 15,000,000.00 

Surplus 20,000,000.00 

Undivided Profits 11,560,009.57 
Total Capital Funds 


$613,434,787.55 
87,080,801.71 





$700,515,589.26 
450,000.00 
1,644.65 
8,423,206.47 
7,481,341.51 





46,560,009.57 
$763,441,791.46 





United States Government Obligations and Other Securities carried at $64,526,527 
are pledged to secure Public and Trust Deposits and for other purposes as required 
or permitted by law. 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER FEDERAL DEposiIT INSURANCE CORPORATION 


hJARY 1958 





EDWIN C. AUSTIN 
Sidley, Austin, Burgess & Smith 


WESLEY M. DIXON 
President, Container Corporation 
of America 


ROBERT W. GALVIN 


President, Motorola, Inc. 


DAVID GRAHAM 
Financial Vice President 
Standard Oil Company (Indiana) 


FRED G. GURLEY 
Chairman of Board 
The Atchison, Topeka and 
Santa Fe Railway Company 


NORMAN W. HARRIS 
Room 2001, Harris Trust Bldg. 


STANLEY G. HARRIS 


Chairman, Executive Committee 


CHARLES C. JARCHOW 


President, American Steel Foundries 


WAYNE A. JOHNSTON 
President, Illinois Central Railroad 


WILLIAM V. KAHLER 
President 
Illinois Bell Telephone Company 


EDWIN A. LOCKE, JR. 
President, Union Tank Car Company 


JOHN L. McCAFFREY 


Chairman of Board 
International Harvester Company 


F. B. McCONNELL 
President, Sears, Roebuck and Co. 


JAMES L. PALMER 
President, Marshall Field & Company 
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Sidelights 


PETROLEUM 
(Continued from page 10) 


That oil may also play the role of 
peace-maker, and even bolster up weak 
national economies so they can keep 
their independence in the free world 
orbit, was a further subject of discus- 
sion. The industrialization that seems 
bound to come in king-size proportions 
throughout much of the world, and the 
great increase expected in travel and 
movement of goods, foreordains a pro- 
gressively large demand for oil. Its ease 
of transportability, handling and con- 
trol will make it the most valuable fuel 
to coming industrial revolutions as it 
has been to ours, but thought must be 
given to whether it is better used as a 
mere convenience fuel or had better be 
considered for meeting the increasing 
needs as lubricant and chemical agent. 
In any event, it is certain we shall see 
continuing vast exploration and drilling. 
U.S. companies, it is estimated, will in- 
crease their expenditures abroad from 
the present $1.6 billion a year to $2.5-$3 
billion in 1966. All added up, there is 
likely to be some $75 billion spent on 
oil developing and producing by the free 
world in the next tien years. 


Pipelines and Population 

Mr. Carlson brought out the rather 
startling fact (at least to a layman) that 
pipeline mileage now exceeds the 220,- 
000 of railroad mileage in the U.S. And 
while railroads are abandoning. or iry- 
ing to abandon, mileage, pipelines con- 
linue to expand, and may find new uses 
in transport of other liquified materials. 

Throughout the discussion (as was 
true of the TRUSTS AND 
ESTATES Seminar meetings) the factor 
of Population kept injecting itself into 
forecasts. Mr. Reimer expressed the be- 
lief that oil consumption in the U. 5. 
would rise 50% in the next ten years, 
nd possibly 75% abroad. But the sig- 
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Electric seismographs are the leading 
instruments used in exploration. 
nificance, he pointed out. lay even more 
in the “compounding” nature of the 
business. It takes 167 feet of hole today 
(in U.S.A.) to get the same number of 
barrels of oil that 100 feet of hole 
brought up only five years ago. And the 
deeper hole requires more than arith- 
metically larger quantities of supplies. 
The 10-12,000 ft. wells typical of the 
Gulf Coast require $40,-60,000 worth of 
drilling mud, bits and other expendable 
parts because wear increases more than 
in proportion to drilling depth. The 5- 
6.000 ft. wells of Oklahoma and Kansas 
average about $5,000 worth, or a dollar 

a foot. 

It was pointed out that improvements 
in technique, tools and measuring ad- 
justments have raised the recoverable 
potential from both new pools and many 
that have abandoned. Drilling 
operations in 1958 are expected to rise 
in spite of the current ebb in production 
and plant expansion expenditures, main- 


been 


ly because producers ‘of such essential 
products must prepare far ahead to meet 
accumulating demand. 

On the local price front, a rise in 
crude is seen as inevitable, due to in- 
creasing production, and 
marketing costs. This will be tempered 


processing 


by the degree of cheap foreign imports 
which in turn will be affected by politi- 
cal attitudes. With gasoline and distil- 
lates accounting for over three-quarters 
of the domestic oil demand, it is easy to 
see why population increase and longev- 
ity, highways and “travel prosperity” 
favor petroleum and its providers, yet 
make it both a necessity and comfort. 
Since the drilling bit is the king-pin in 
the game of oil production, discussion 
also centered on latest developments in 
this field. The contract made with Rus- 
sia for U.S. A. production of the revolu- 
tionary turbo-drill was undertaken to 
test this device. With speed six times that 


.. Funds Index ... Reports 


of conventional drills, holes can be 
bored straighter, even in the “crooked 
hole” country of the Rocky Mountain 
formations, but its use requires more 
time for replacement and bits wear out 
more rapidly. 


Half-Expendable 


The original Dresser unit was private- 
ly owned until 1929. The company rec- 
ord is unusual, although not unique, in 
never having operated in any year at a 
loss in spite of seeing annual sales shrink 
over a four year period from $5 million 
to $1 million. At that time (1929-1933) 
the principal product was pipe couplings 
and the shrinkage was due to the use of 
increasingly longer lengths of pipe and 
consequent reduction in the number of 
fastenings, with the final blow given by 
the trend to welding. As a result the Bry- 
ant gas-fired equipment line and later 
the Clark compressor units for gas lines 
were acquired. 

The long-range program has shifted 
from dependence upon production of 
heavy equipment, with the long-lived 
characteristics which restrict volume to 
normal industry expansion and replace- 
ment for worn units, to a position where 
nearly half of annual repre- 
sented by expendables and _ technical 
services. 

In line with the objective of fulfilling 
needs of the oil and gas industry as com- 
pletely as feasible, the corporate eye is 
kept open for acquisitions that might 
dovetail with present products and ser- 
vices. 


sales is 


Sales volume has shown a steadily 
rising trend over the years, with $274 
million total for the year ended Oct. 31, 
1957, against $230 million for 1956, 
with earnings of $4.60 and $3.85, re- 
spectively, on the 4,478,440 shares 
about 20,000 stockholders. 
For 1958, management is forecasting a 
slight improvement of around 5 to 7% 
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in sales and net profits despite generally 
pessimistic sentiment in domestic pro- 
duction circles due to adverse statistical 
position and prorating. Improved results 
of 1957 operations, 19% larger net 
earnings than in 1956, were due to uni- 
form expansion in all component opera- 
tions and equalled 1614 % on capital in- 
vested. A substantial number of patents 
also contribute to earnings to the tune 
of about $1 million a year. 


Fields for Expansion 


In the field of capital expansion also, 
there has been steady progress with a 
net increment of $73 million during the 





last six years. A total of $21 million was 
placed in this account in 1957, divided 
about equally between electronics, ra- 
dioactive products and machinery. De- 
mands in the capital area for 1958 are 
expected to taper off to around $14 mil- 
lion. 

Research expenditures during 1957 
amounted to about $5 million. While far 
from representing major research con- 
centration, one of the most newsworthy 
and dramatic fields has been experiment 
and development of the turbo-drill 
acquired under Russian rights. Manage- 
ment has confidence in its long term 
prospects, but profits from it are not in 
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view for 1958. Electronics research for 
exploration and logging is substantial 
but is being accelerated to make Dresser 
a major factor in this initial phase. 

The Dresser approach to foreign busi- 
ness is at once realistic and profitable. 
Instead of limiting production to this 
country and using export channels, with 
the difficulties and barriers of exchange 
restrictions and tariffs, the company has 
resorted to licensing agreements with 
selected manufacturing companies 
abroad to make certain Dresser products 
under close head office supervision. Sales 
are handled by Dresser subsidiaries, in 
most cases, and only the royalty and 
sales commission are payable in dollars, 
with the balance in local currency. This 
plan has proven quite effective in per- 
formance and in producing profits com- 
mensurate with domestic business of like 
nature. There are 18 foreign units, of 
which the parent owns a majority stock 
interest in only two. The worth and im- 
portance of this overseas business is re- 
flected in about 22% of total sales of 
the parent. 

Exchange restrictions caused by dol- 
lar shortages in many countries pose 
no problem of fund transfer such as 
plagues many companies, partly because 
the major factors in the business world- 
wide are U. S. incorporated and can buy 
their equipment and supplies here, and 
in the case of Dresser Industries the 
problem is further obviated by licensing 
of foreign firms for manufacture or as- 
sembly, and because engineering and 
construction know-how must be bought 
with dollars—or sterling or marks—if 
the oil is to flow and bring in the dol- 
lars—and pounds and marks. Dresser 
subsidiaries handle sales, on commis- 
sion, for practically all licensed produc- 
tion, hence only royalty and sales com- 
mission are payable in U. S. dollars. 
This is a considerable advantage in 
catering to the needs of the mushroom- 
ing foreign oil development. 

All of the Dresser companies serving 
the oil and gas industries are represent- 
ed in the Canadian field which appears 
to have an excellent long-term outlook. 

The dividend policy of management 
is, in a general sense, to pay out about 
one half of net earnings to the common 
stockholders and announcement has been 
made of a $2.00 rate for 1958, up from 
the current $1.80 and the $1.50 rate 
when the stock was split 2 for 1 in 1957 

Comparatively speaking, the Semina’ 
discussion seemed well satisfied that oi 
has an established place both in meetin; 
future energy needs and servicing th 
producers of Energy and Lubricatio: 
for the Wheels of progress. 
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THIS FREE WAY OF LIFE STRENGTHENS THE AMERICAS 


A new concept is sweeping the Western Hemisphere . . . Interdependence between 
the Americas! Men of goodwill are eagerly seeking new opportunities to bring all 
Republics into a Living Circle of trade and communication. Working together 
they are establishing a sound multi-crop economy, developing wasteland into rich 
farms to supply both local and world markets. Scientific farming, modern machin- 
ery, power and transportation are aiding the workers to produce more abundantly, 
while better housing, schools and hospitals enrich and dignify their lives. 


The vital crops that flow to Northern markets earn dollars for manufactures: 
tractors, refrigerators, telephones, railroad equipment . . . hard goods that flow 
south to increase every country’s potential. These enlarge employment and local 
government revenues—raise the whole standard of living. This is the free way of 
life in action . . . the combined effort of friendly peoples, that strengthens the 
Americas and guards against communist infiltration. 


United Fruit Company 
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United Fruit Company has been 
serving the Americas usefully 
for 58 years—reclaiming 
wasteland, stamping out disease, 
developing human skills, 
helping by research, new 
techniques and transportation, 
to increase the production and 
sale of bananas, sugar and other 
crops, and expediting 
communications, 








New Issues-19057 


Purchased and Offered by Halsey, Stuart & Co. Inc. alone or with associates* 


Amount of 
Issue 


$ 15,000,000 


Tax-Exempt 


ALLEGHENY COUNTY SANITARY 
AUTH., PA. Var. Rates Rev. Bonds, Due 1961-96 





Amount of 
Issue 


$ 29,000,000 


Underwriting 
Interest 


Corporate 


APPALACHIAN ELECTRIC POWER COMPANY 


First Mtge. Bonds, 454% Series due 1987 . . $ 3,550,000 
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Sixth Annual Symposium Sees 


LOWER CORPORATE EARNINGS 


But Opportunities in Equities for Trust Investment 


trust investment officers is borne out. 
1958 corporation earnings will decline. 
This, in the opinion of 36, will mean re- 
duced dividends, while 22 think current 
payout levels will be maintained. This 
is a decidedly more sombre picture de- 
picted by the respondents’ to TRusTs 
AND EsTATES’ sixth annual questionnaire, 
than emerged in last year’s round-up 
which revealed thoughts of narrowing 
profit margins but a confidence, never- 
theless, in unchanged to rising dividend 
payouts. 


r THE JUDGMENT OF 57 OUT OF 60 


It should not be inferred from this. 
however, that the trustees have donned 
sackcloth and ashes, because they are 
merely seeking to interpret basic con- 
ditions in terms of the long-range inter- 
of their beneficiaries. While the 
ter returns available in the bond 
<ets have attracted major investment 
emphasis for some months, institutional 
grade equities are still very much to 


ests 


the fore in their investment thinking and 
will be acquired as individual buying 
points are reached. 


Although defensive stock positions are 
scorned by some, others believe that they 
fulfill a function in times of uncertainty. 
On the income side, there is noted a 
swing, in the order indicated, in favor 
of electric utilities, food companies and 
grocery chains, tobaccos, banks and in- 
surance companies, and such groups as 
electronics, chemicals, drugs, oils and 
office equipments which are usually in- 
cluded in the growth list. On the long- 
term side, in addition to the top “blue 
chips” always heading such lists, the 
nominations in the next column include 
refreshing choices evidencing an inquir- 
ine turn of mind, rather than strict ad- 
herence to the investment norm. 


t was remarked a year ago that the 
steels appeared among the growth issues 
in second place. They have been uncere- 
moniously eliminated in the present 
compilation, with the exception of U. S. 
Steel which still has a few friends. The 
lealing petroleum group has also 
sufered somewhat, although selected 
uni's are included. 


January 1958 





LONG-TERM FAVORITES 


Abbott Labs. 

Air Reduction 
Alum. Co. of Amer. 
Aluminium Ltd. 
Amerada 

Amer. Cyanamid 
Amer. Home Prod. 
Bendix Aviation 
Caterpillar 

Colo. Interst. Gas 
Continental Oil 
Corning Glass 
Cross 

Crown Zellerbach 
Dow Chemical 
Dresser Industries 
Du Pont ~ 
Eastern Airlines 
Eastman Kodak 
Florida Power 
Flower Pw. & Lt?- 
Foote Mineral 
Gardner-Denver 
General Electric 
Gen. Portland Cem. 
Gerber Products 
Goodrich 
Goodyear 

Gulf Oil 
Halliburton 
Hercules Powder 
Houston Pw. & L.~ 
Intercontin. Pet. 
Intern. Bus. Mach. 
Intern. Paper 
Johnson Service 


Kaiser Aluminum 
Kerr-McGhee 
Kimberly-Clark 
Lilly (Eli) 
Lily-Tulip 

Litton Industries 
McGraw-Edison 
Metals & Controls 
Merck 
Minn.-Honeywell 
Minn. Min. & Mfg. 
Monsanto 

Natl. Cash Reg. 
National Lead 
Newmont 
Norwich Pharm. 
Otis Elevator 
Pennsalt Chem. 
Pfizer (Chas.) 
Pitts. Cons. Coal 
Pitts. Plate Glass 
Polaroid 

RCA 

Royal Dutch 
Scott Paper 
Searle (G.D.) 
Shamrock Oil 
Socony-Mobil 
Standard Oil Cal. 
Standard Oil N. Jy 
Texas Co. 

Texas Utilities UV 
Thompson Prod. 
Union Carbide 
U. S. Steel 
Westinghouse 





What do the experts think of the mar- 
ket’s prospects for 1958? Some optimists 
believe that the October lows marked 
about the worst, while a very few take 
the dim view that the D-J industrial 
average may well get down near the 300 
level before finding stability. The over- 
whelming body of opinion is that the 
375-390 zone will be the new base from 
which recovery can take place. 

Some of the thinking behind the 
foregoing conclusions will be found in 
the following excerpts from contributors’ 
comments: 

@ The large capital expenditures of the 
past two years which have resulted in 
adequate to more than adequate produc- 
tive capacity and the continued pressure 
of increased costs should result in severe 
competition in many industries. Conse- 
quently, the prospect of a general in- 
crease in the annual rate of corporate 


earnings cannot be expected for at least 
twelve months. Basically, the market 
should fluctuate between 400 and 500, de- 
pending on psychological factors in the 
interim, or approximately at the same 
levels as for the past two years. 


@ We do not have too much confidence 
in the present preference for defensive- 
type stocks believing that this is coming 
too late. In other words, the switch from 
aggressive to defensive should have been 
made six months to a year ago. We would 
be more inclined to look for opportun- 
ities to increase holdings of stocks of 
dynamic companies with proceeds from 
sale of reserves established during the 
last two years, 

@ Investment officers who have been 
tempted by the growth possibilities and 
yields from “red chip” equities may do 
well to consider returning to orthodox 
policies. 

@ I expect the trend of business, cor- 
porate earnings, and stock prices to 
continue downward through most of 
1958 so I do not have many “favored 
industry groups.” Furthermore, I think 
there is considerable variation in the 
outlook for individual stocks in the vari- 
ous groups — such as paper. 

@® Present outlook is for less active 
business than we have had for the past 
few years, but we see no reason to dis- 
turb common stocks held for long-term 
growth. 


@ The current business recession should 
bottom out in about six to 8 months, and 
1958 should close with business activity 
once again on the increase. Stock prices 
probably will reach their year’s low in 
the first quarter, and should improve 
thereafter. 

@ The business adjustment has run only 
one-third of its course, However, many 
common stocks have now discounted two- 
thirds of the effects of the recession. 


@ The earning decline that began to 
be felt by many industries this year 
should carry over sufficiently into next 
year to result in further decline in 1958. 
Dividends may, on an overall] basis, re- 
sult in a slight decline although, in many 
instances, they will hold since capital 
expansion efforts have subsided and man- 
agements have had some opportunity to 
cut costs. Long range outlook continues 
favorable. The last half of 1958 should 
witness an improvement over the carry- 
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over readjustment continuing into the 
first half of the year. 


@ Please note the absence of such stand- 
ard accepted growth stocks as Alcoa, 
Dow Chemical, Minnesota Mining and 
Minneapolis-Honeywell. They still do not 
seem cheap, especially as it may be an- 
other year before earnings turn up. 


@ It is now my opinion that the adjust- 
ment in 1958 will be moderately more 
severe than most economists appear to 
think, judged by their public utterances 
and statements in print. In 1954, when 
we were going through what now in 
retrospect appears primarily to have 
been an inventory correction, Western 
Europe, and England in particular, was 
enjoying considerable prosperity  re- 
reflected by both a very strong stock 
market and a rising bond market in Eng- 
land. The situation is very different now 
with England, still the clearing house 
for about 50% of world trade, fighting 
hard to save the pound with strong re- 
fiationary action. Thus, we have a force 
that tends to press down on our own 
uncertain economy for next year, rather 
than one that counteracts it. I expect 
the Federal Reserve to take stronger 
measures, including the reduction in the 
reserve requirements, in doing their part 
to make funds more readily available. 
We have many other supporting factors 
in our situation today which should pre- 
vent any setback of real serious pro- 
portions. Nevertheless, I believe we are 
in for a harder jolt than is currently 
anticipated in many quarters. I should 
expect that the squeeze on profit mar- 
gins would result in an earnings decline 
that could well cause aggregate divi- 
dend disbursements next year to fall 
below those for 1957. If so, this would 
be the first such decline in 20 years. 


@ 1958 will separate the men from the 
boys, I believe. Management factor more 
important than ever in picking stocks. 


@ A cautious attitude towards equities 
seems advisable since there is nothing in 
the economic outlook to indicate an early 
reversal of the current decline in busi- 
ness. Nevertheless, one should not grow 
too comfortable with a heavy bond posi- 
tion. The virus of inflation still infects 
our economy, and the stock market will 
doubtless make its low before it  be- 
comes apparent that busines has ended 
its downturn. 


@ Earnings comparisons for most in- 
dustries with previous year will tend to 
improve as year progresses and would 
expect the growth stocks to receive more 
favor with investors, together with the 
heavy durable goods as economy moves 
upward. 


@ We are not pessimistic on the present 
level of common stock prices since the 
market as a whole appears reasonably 
appraised in relation to our estimates 
of 1958 earnings. On the other hand, 
however, we have doubts about any sub- 
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stantial upturn in economic activity in 
the second half of 1958 and, therefore, 
see little in the intermediate picture to 
cause common stocks to rise appreciably. 
Therefore, we continue cautious with re- 
spect to the new purchases of equities 
but have shifted our emphasis slightly 
toward a more liberal position. 


@ Tobacco stocks will do well next year 
but are not recommended for the long 
term. We do not expect the economy to 
slide very far. Confidence has lessened 
and if the deterioration continues, will 
lead to lower stock prices, earnings and 
dividends. 


@ Believe that downtrend in the econ- 
omy, while not of depression proportions, 
has the momentum to carry it further 
than the “rolling readjustments” of 1949 
and 1954, Further believe that inter- 
esting buying opportunities could develop 
by mid-year. 


@ The market and the economy can 
not move in opposite directions for long. 
We anticipate negative signs on most 
economic statistics over coming months, 
and therefore feel that rallies will be 
short lived. Rising defense expenditures 
in the second half of 1958, plus lower 
inventories, may turn the tide. 


@ The downward trend in the economy 
is continuing, and appears to be gathering 
some momentum, instead of flattening 
out as generally expected. Many stock 
prices are still reflecting a very mild 
downturn, or perhaps just a flat trend 
in earnings. If earnings turn out to be 
less favorable than that reflection, lower 
prices are likely. 


@ I anticipate a highly selective mar- 
ket-wide divergence of market trends be- 
tween industry groups. 


@ The outlook for business in 1958 at 
the moment appears very bleak premised 
on present trends in auto, steel, in- 
dustrial construction, carloadings and 
others. I do not believe it will end as 
poorly as it may be beginning and it 
appears to me that 1958 overall will 
still be a good year for profits and divi- 
dends barring exceptional conditions such 
as excessive strikes. Caution should 
again be exercised in relating business 
trends to stock prices and value. Infla- 
tionary pressures will no doubt reassert 
themselves at some point in such man- 
ner to justify maintenance of rather 
liberal common stock positions in invest- 
ment portfolios for the truly long term 
investor. It also is to be noted that the 
factors behind new money preference for 
bonds in most of 1957 are rapidly chang- 
ing. 

@ We believe the current uncertainties 
provide a healthy but temporary read- 
justment for an economy which has en- 
joyed a remarkable boom. After perhaps 
a somewhat protracted hesitation, we an- 
ticipate renewal of long-term economic 
expansion accompanied by a _ greater 


measure of political stability. We do 
not expect the very long-range under- 
lying inflationary trends to reverse, al- 
though cyclical interludes will recur to 
cast doubt on the trend. 


@ While not expecting anything more 
than a period of readjustment, feel that 
it will be of longer duration — possibly 
into 1959 — than now generally antici- 
pated, and when this is generally recog- 
nized by mid-1958 that it may have 
another psychological shock effect on 
common stock market that will lead to 
lower prices. 


@® Moderately declining business thru- 
out 1958, further lowering of interest 
rates, increase in unemployment, declin- 
ing business investment. No severe de- 
pression, 


@ A year of adjustment to lower profit 
margins — particularly for favored 
groups of so-called growth industries. 


@ We like bonds and preferreds here. 
If any equity interest we like convertible 
bonds and preferreds. Tobaccos and in- 
come utility equities should hold up well 
but we just plain think general stocks 
will go lower. 


@ For next 6 months: Stock market 
more apt to go down than up from its 
present level of around 440. Bond prices 
apt to rise still further. 

@ The wide spread in the Dow Jones 
is attributable to the prospects of Con- 
gress going all out for our defense pro- 
gram. The result would be another in- 
flationary spiral. 

@ Although majority opinion is _ that 
business will improve in second half of 
1958, such a development seems improb- 
able unless consumers step up spending 
considerably. 

@® Look for possible market decline last 
half of 1958. 

® For the long-pull, stocks of companies 
which emphasize production of labor sav- 
ing equipment and machinery, or are 
strong holders of material resources or 
which are successfully developing new 
products at high rates, should give ex- 
cellent accounts of themselves. 


@ The probable outpouring of lower 
1957 earnings reports will provide un- 
certainties and probably lower markets 
in first 6 months with Government spend- 
ing, further inflationary trend and 
cheaper money prompting recovery in 
markets second 6 months. 
A A A 
Savings in all banks increased by $7 
billion in 1957, bringing the total which 
the American people have on deposit in 
their banks to an aggregate of $87.5 
billion at the close of the year. Reporting 
the figures as president of the Savines 
and Mortgage Division of the American 
Bankers Association, John Adikes sa‘d 
that the increase represents a 9 per ce:t 
growth for last year, compared with 5 
per cent in 1956. 
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1 This is not an offer of these Securities for Sale. The 
NEW ISSUES offers are made only by the appropriate Prospectuses. 


The Washington Water 
Power Company 





$20,000,000 


First Mortgage Bonds, 
4% Series due 1988 


Dated January 1, 1958 


Due January 1, 1988 


$10,000,000 


414% Sinking Fund 
Debentures due 1983 


Dated January 1, 1958 
Due January 1, 1983 





Price 100.43% 


and accrued interest 


Price 100.75% 


and accrued interest 











Copies of the appropriate Prospectuses may be obtained in any State in 
which this announcement is circulated from only such of the underwriters, 
including the undersigned, as may lawfully offer these securities in such State. 


Kidder, Peabody & Co. Blyth & Co., Inc. White, Weld & Co. 
Laurence M. Marks & Co. 
The First Boston Corporation Allen & Company 
Eastman Dillon, Union Securities & Co. Glore, Forgan & Co. Goldman, Sachs & Co. 
Harriman Ripley & Co. Lazard Fréres & Co. Lehman Brothers 
Merrill a & Beane Salomon Bros. & Hutzler 
Stone & Webster Securities Corporation Dean Witter & Co. 


January 9, 1958. 








Jancary 1958 











individual companies’ 
| and qualities of the investments of these companies. 


Indices are based on fund operations during the period covered and are not a 
representation of future results. They should be considered in the light of the 
investment policies and objectives and the characteristics 



















































































Reference should be made to the introduc- oo 1 2 3 4 5 6 7 
tory article in July 1949 issue, outlining pur- |/ present | 12/31/35— to 12/30/39 to 
poses of publication and considerations in Memt Rigg? Principal 
selecting stock and cost-of-living averages, Si j Principal » Inc. rincipal 
periods and in interpretation of data. — Principal High Low Prine. To Low High 
BALANCED FUNDS 
American Business Shares _. 1939 come — — 100.0 — 65.9 176.3 176.3 | 3.34 
Axe-Houghton Fund “A” _. 19388 — a a 100.0 -- 71.4 269.4 269.4 9 2.37 
Aneeeeeeee Fuad “3” 1938 one — — 100.0 — 83.1 302.8 302.1 9 2.92 
Boston Fund - eS iid a Pee eee Se me 1932 103.1 171.9 72.6 100.0 3.46 60.2 234.6 233.6 | 2.68 
Commonwealth Investment 1932 106.3 168.4 64.4 100.0 3.05 73.5 288.0 288.0 } 2.98 
Eaton & Howard Balanced - or 1932 114.5 134.7 80.0 100.0 4.27 73.6 254.1 252.7 
Fully Administered Fund (Group. Securities) eit 1938 — — — 100.0 — 69.4 186.0 185.4 | 
General Investors Trust _....._= = 1932 110.0 152.7 71.4 100.0 4.20 65.2 180.6 179.0 
OS SS ee eee Ie 1940 = — — — — 78.5 210.1 206.4 | 
Johnston Mutual Fund _ 1947 — — — — — — 261.3 259.2 
Nation-Wide Securities** —.. 1932 102.6 174.6 70.3 100.0 2.32 59, 175.9 175.0 
New England Fund _ PER! 1931 117.4 159.1 70.8 100.0 2.85 61.4 199.4 198.9 
Geers Truman Puna 1938 — — as 100.0 2.76 69.2 208.9 206.5 | 
Scudder Stevens & Clark 1928 97.4 119.2 75.7 | 100.0 325 | 80.9 204.4 | 2036 | 
SS ee 1928 105.2 148.4 69.5 100.0 2.41 75.0 217.9 217.9 
ge 1947 —_ — — — — 265.7 264.1 
ee leg T,) ce ar 1939* a — — 100.0 —_ 65.1 306.8 301.8 
AVERAGE: BALANCED FUNDS doce 107.1 153.0 71.8 100.0 3.17 70.1 227.2 226.1 | 
STOCK FUNDS | 
Affiliated Fund*** __. 1939 — aa oa 100.0 — 50.2 246.9 245.6% 3.53 | 
Broad Street ‘social Corp. 1932 109.9 156.6 76.6 100.0 3.60 60.1 305.5 303.18 3.56 | 
Bullock Fund _... 1932 109.8 168.8 69.6 100.0 1.77 61.0 296.0 296.081 2.74 | 
Delaware Fund - me : 1937 — — — 100.0 — 76.4 215.2 213.688 2.97 | 
Diversified Investment Fond, Ine. eee ‘(c) . ee 1944 a - — — =— i 218.3 216.518 3.93 | 
NN RTT 1932 109.0 163.2 70.7 100.0 1.88 62. 246.9 246.998 2.97 
Dreyfus Fund**** : ; 1947 _ — — — ome —  g8e2 282.2% 2.10 | 
Eaton & Howard Stock __.. in ee oe eae 1931 107.1 147.0 74.4 100.0 3.86 62.7 356.1 354.418 2.38 
Pidey Pane: . 1943 — — —— — — = 360.3 355.68 3.53 
Fundamental Investors - 1932 105.2 146.0 67.4 100.0 2.98 64.8 385.0 384.68 3.02 
Incorporated Investors ____ 1925 103.6 165.2 80.2 100.0 2.58 63.9 381.4 381.48 2.56 
Institutional Foundation Fund xy 1944 — — — _— aces 247.9 247.28 3.10 | 
Investment Co. of America 1939* _— — — 100.0 — 69.0 302.9 302.98 2.62 | 
Knickerbocker Fund (c) 1938 — —_ — 100.0 — 59.8 144.7 143.78 3.56 | 
Loomis- Sayles Mutual Fund (ce) . 1929 72.4 131.7 87.7 100.0 2.54 74.2 235.7 235.74 2.80 | 
Massachusetts Investors Trust - Pees 1924 110.7 147.5 72.8 100.0 3.88 50.7 316.0 316.0]8 3.45 
Mass. Investors Growth Stk. Fund 1934 114.2 157.0 70.3 100.0 3.31 57.4 322.2 322.218 1.96 
Mutual Investment Fund (c) 1926 129.7 178.4 75.5 100.0 4.31 56.1 212.4 210.918 2.53 
National Investors . 1937* — — 65.9 100.0 3.10 60.7 364.4 261.8% 2.41 
National Securities — Income*** 0) eh no 1940 — -— — — —_— 66.0 144.8 143.28 4.51 
Selected American Shares _.___ 1933 123.8 178.1 80.4 100.0 3.30 60.9 258.2 251.48 3.08 
Sovereign Investors - Pete 1936 — 166.6 68.6 100.0 1.78 62.5 197.4 194.918 3.48 
State Street Investment Corp. . 1924 92.8 155.2 74.0 100.0 3.75 60.7 300.9 296.008 2.51 
Wall Street Investing Corp. (a) - zs 1946 —_ — — -- — — esi 7 331.918 2.93 
AVERAGE: STOCK FUNDS — 107.4 158.2 73.9 100.0 3.05 62.5 288.7 287.5} 2.87 
500 STOCK INDEX (Standard & Poor’s)n = 107.5 149.6 68.1 100.0 — 59.8 371.6 364.15 — 
CONSUMERS PRICE INDEX (B.L.S.)n _...... — — — —_ 100.0 — 99.8 193.6 19248 — 


























CALCULATION OF INDEX NUMBERS AND INCOME PERCENTAGES FOR MUTUAL FUNDS 


PRINCIPAL INDEX NUMBER indicates the change between the offering price on Dec. 30, 1939 and subsequent bid price plus al! 
distributions from capital gains and other capital sources. 


COL. 1, 2 and 3 represent the figure obtained by dividing the offering prices at the stated dates less capital distributions through 
1939 by the 1939 base offering price. 


COL. 4, offering price on Dec. 30, 1939, is base index number of 100 for all companies. 


COL. 6, 7, 8, 10, 12, 14, 15, and 16 are arrived at in the following manner: To the bid prices at the respective dates indicated are added 
all capital distributions to such date and the resultant sum is divided ‘» the 1939 base offering price. 

COL. 19 represents the current month-end bid (col. 16 less all capital distributions) divided by the 1939 base offering price. 

INCOME PERCENTAGE includes only those dividends paid by the companies out of income earned from dividends and _ interes‘ 
on their portfolio securities (excluding all capital distributions). 

COL. 5, 9, 11, 13 and 17 represent a figure obtained by dividing such dividends accruing over the annual period ending with the state 
dates by ‘the average of the twelve month-end offering prices ending on the corresponding dates. 


COL. 20 is a five year average figure which includes the percentage returns in columns 9, 11 and 17 as well as those for the tw 
preceding annual periods. 
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No responsibility is assumed, in so far as compliance with the Statement of Policy is 
| concerned, for the employment in whole or in part of the index by issuers, under- 


’ INDEX of MUTUAL FUNDS | writers or dealers. Current income returns based on December 31, 1957 offering 


prices are available on request. 
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10 ll 12s 138 14s 158 16 | 17 18 | 19 20 
12/31/56 6/30/55 Last 30 Mos. 12/31/57 —*| Laat BS mn. Db. a 12/31/57 5-Yr. Avg. 
Inc. Inc. Principal | Net | Prin. Less Cum. Net Invest. 
Prin. % | Prin. Jo Low High Principal | saat. Cap * | Cap. Distr. (Bid) Income % 
| Inc. Distr. | | 
| | | 
| | 
76.3 93.34 169.6 3.42 173.6 3.50 161.5 177.4 167.9 3.80 2.28 103.1 3.53 
69.4 42.37 266.5 2.48 | 264.6 2.40 240.9 275.8 245.9 | 2.96 4.00 | 156.1 2.73 
02.1 42,92 305.5 2.75 | 297.5 3.24 268.6 316.4 274.2 | 3.38 3.14 189.3 3.28 
33.6 | 2.68 236.1 2.63 | 228.3 2.85 220.5 250.1 230.7 2.92 3.72 175.8 2.99 
88.0 92.98 | 292.4 2.94 | 281.6 3.07 260.6 306.9 7267.1 3.37 221 | +203.9 3.30 
52.7% 2.88 260.4 2.80 | 246.8 3.00 235.1 274.7 7243.0 3.03 1.80 7202.8 3.14 
85.48 3.36 181.1 3.75 | 180.6 3.17 168.6 192.0 173.2 | 4.13 1.20 118.8 3.56 
79.018 3.38 186.9 3.48 | 171.9 3.48 163.9 189.7 7165.8 | 4.13 7.08 7115.2 3.79 
06.48 3.37 209.5 3.59 | 204.2 3.50 1876 2172 7194.1 3.77 0.80 | 7156.1 3.72 e@ 
59,218 3.12 267.1 3.03 | 251.5 3.10 239.3 280.7 4247.0 3.37 2.24 +207.4 | 3.32 e 
75.00 3.24 173.5 3.39 | 170.3 3.51 163.1 185.7 7170.1 3.79 3.69 7125.2 3.68 
98.918 3.38 198.6 3.62 | 194.8 3.47 183.3 205.5 189.9 3.77 1.08 | 135.8 3.61 
06.50 2.94 | 209.6 3.09 | 203.2 2.96 187.5 219.4 193.1 3.29 2.60 144.8 3.29 
03.61291 | 208.9 2.91 | 200.0 3.05 184.0 216.5 188.7 3.35 0.82 | 145.4 3.14 
217.988 3.05 219.6 3.03 | 213.3 3.07 200.5 230.3 +206.7 5 ef 3.12 7146.7 3.28 
264.18 3.26 265.5 3.46 | 258.7 3.55 246.7 278.3 7258.4 3.72 S22 | 7194.9 3.62 e 
301.858 3.14 302.6 3.40 | 297.9 3.22 27132 314.2 278.1 3.54 4.85 | 7175.6 8.45 
226.188 3.07 228.1 3:15 | 22hs 3.19 207.0 238.5 213.5 3.51 2.15 | 151.4 3.37 
245.688 3.53 | 247.6 3.53 | 242.0 3.83 234.4 256.0 7241.5 3.70 3.22 7136.2 3.78 
303.18 356 | 316.6 3.53 | 295.9 3.83 283.3 330.6 7297.1 3.80 2.05 1224.7 | 3.97 
296.08 2.74 | 321.0 2.82 284.0 3.11 270.8 331.0 286.3 2.97 4.83 | 205.7 | 3.25 
213.68 2.97 | 220.5 3.05 | 210.3 2.96 198.4 224.3 200.3 3.38 4.18 96.0 3.35 
216.598 3.93 | 219.5 3.89 214.4 4.05 186.1 226.8 188.5 4.34 yA Wy f 145.7 4.33 e 
246.99 297 | 253.9 2.96 | 235.8 3.09 226.7 264.9 237.7 3.32 3.50 176.5 3.37 
282.218 2.10 309.7 2.23 | 262.8 3.02 243.6 332.2 294.2 1.55 3.93 235.9 2.47 @ 
354.418 2.38 379.1 2.41 | 345.4 2.57 327.9 402.9 7341.2 2.60 0.93 7280.3 2.79 
355.68 3.53 369.0 3.35 | 345.1 3.60 305.9 381.1 7310.0 3.41 3.95 7249.9 3.86 @ 
384.68 3.02 416.3 2.82 | 366.4 3.19 344.4 437.0 1357.1 3.07 1.81 7276.8 3.39 
381.48 2.56 412.5 2.48 | 366.8 2.75 326.3 439.0 329.0 2.80 4.73 239.8 2.94 
247.28 3.10 249.6 366 | 240.3 3.17 200.7 256.3 216.9 | 4,34 3.79 146.2 3.83 e 
302.98 2.62 | 320.1 2.44 | 2888 2.67 279.2 331.3 289.0 2.69 5.17 173.2 2.90 
143.78 356 | 141.4 3.75 | 143.6 2.69 131.6 146.3 132.9 3.65 3.88 70.2 8.15 
235.7¢@ 2.80 | 238.5 2.89 230.8 3.09 225.2 246.5 236.1 3.22 4.42 139.6 3.00 
316.018 3.45 337.9 3.24 296.8 3.57 282.0 356.8 7291.4 3.44 1.57 7258.4 3.72 
399,218 1.96 364.8 1.83 | 316.7 2.09 291.6 400.8 324.4 1.87 1.87 | 241.7 2.18 
210.9) 2.53 212.9 3.08 208.8 yA 187.0 220.4 192.2 2.93 2.67 138.3 2.83 
361.898 2.41 402.9 2.36 361.5 2.53 332.6 446.3 +375.7 2.36 3.30 +263.6 2.66 
143.28 451 | 140.3 4.67 141.7 4.69 117.8 147.7 118.8 5.33 4.33 88.6 5.10 e 
251.418 3.03 265.5 2.95 | 242.6 3.27 230.1 STi5 +234.7 3.41 10.23 7150.0 | 3.40 
194.998 3,48 199.4 3.64 192.7 3.60 168.6 211.8 sae Wy | 4.01 isa 7135.0 4.06 
296.008 2.51 314.7 2.61 275.1 2.64 2724 3210 +276.1 2.68 3.58 7145.3 2.67 
331.98 2.93 347.6 2.84 | oo1.d 3.15 302.4 363.5 7313.8 3.19 1.38 +288.6 3.31 e 
287.318 2.87 304.5 2.90 | 2782 3.02 258.6 320.1 271.8 3.08 3.50 192.4 3.20 
| | 
364.1 — | 373.7 an | Seas — | 312.1 398.2 320.2 _ na ae i 
19248 — 198.0 -_ 193.6 _— 192.1 204.0 ~- — — | — _ 




















CAPITAL GAIN DISTRIBUTION column (18) represents the percentage of distribution, if any, from 
sources, for the current annual period. 


COMPANIES ORGANIZED AFTER 1939 are given an initial index number on the date they commence business equal to the aver- 
age of all those stock or balanced funds in existence at the time. 


capital gains or any other 





© Principal index begins after 1939 base date. s2% year date replaces former statistics in columns 
+ Ex-dividend current month. 12, 13, 14 and 15 to aid current comparison, 
n New revised series adjusted to Dec. 1939 base. ***Not included in balanced or stock average: 
* Date commenced operation as Mutual Company. Wisconsin Investment Co. balanced fund for too short a period. 
** Became Balanced Fund in 1945. Affiliated Fund is leverage company, but bank loans retired 2nd quarter 1950. 


. (a) Does not reflect new acquisition cost. Diversified Investment & National Income are partially invested in high 
(c) Regrouping awaits new detailed classifications. income bonds and preferred stocks. 


: i ; : , Column 19 for funds organized since 1946. 
Capital gains tax adjustment will be made in ***+#Name changed from Nesbett Fund. 
revised index. 


Dreyfus now in stock grouping; New Englend in balanced. 
COPYRIGHT 1958 BY HENRY ANSBACHER LONG 
rES January 1958 





INVESTMENT COMPANY NOTES 


By HENRY ANSBACHER LONG 


Proposed Mutual Fund 
Classification 


HE DESIRABILITY OF ADEQUATE CLAS- 
Si Bergan of non-specialized mutual 
funds based on investment policy and 
objectives has been of particular concern 
to us for some years. Evaluation of in- 
vestment company performance to the 
extent that they are reflected in our own 
Index as well as other charts and tables 
will have greater significance if compari- 
son is made possible with funds having 
the same general characteristics. 

In our conferences with fund execu- 
tives, the suggestion has been made that 
grouping is not feasible since the shades 
of emphasis as between capital stability, 
income and growth are said to be infin- 
ite. We reject this line of reasoning, 
since it implies that all managemenis 
have a common dead level of ability, 
with differences in the Index reflecting 
merely lack of uniformity in investment 
philosophy and objective. This is palpa- 
bly untrue and would negate even the 
limited value of a proper interpretation 
of comparative charts and tables. The 
investor, and the dealer or investment 
counselor advising him, understand the 
similarities rather than differences in ob- 
jectives and general investment policies 
of the several funds and it is with this 
approach that we present the classifica- 
tion tentatively established for our re- 
vised Index. 

The necessity for refined classifica- 
tions is so basic to a proper understand- 
ing of our monthly Index of principal 
and income performance that we wish to 
give it a short period of time to gel be- 
fore finalizing the revised format. In 
some instances, particularly in the sub- 
classifications of certain balanced funds 
in accordance with primary investment 
objective, proper identification is ex- 


tremely difficult. We wish the manage- 
ments to understand fully the categories 
in which their companies have been ten- 
tatively placed for, once agreed upon, 
the groupings cannot be readily changed. 
Since the inception of the Index in 1949, 
managements frequently have made 
representations to us that their funds 
were not currently properly classified, 
even as to the two broad general types 
of common stock and balanced fund. 
Generally it was found that these com- 
panies had altered investment policy and 
also at times their policy. 


In connection with management 
change in investment direction it is note- 
worthy that legislation is now pending 
in identical form before the House In- 
terstate and Foreign Commerce Com- 
mittee and the Senate Committee on 
Banking and Currency based on propos- 
als made by the SEC for amendments to 
the Investment Company Act of 1940. 
Among other changes it is proposed that 
the registration statement shall include 
“a recital of the investment policy of the 
registrant . .. in respect of (A) the ex- 
tent to which it intends generally to in- 
vest in bonds or other obligations, pre- 
ferred stocks, common stocks, or any 
one or more of eny class or type of se- 
curities; (B) objectives as to income, 
preservation of capital or capital appre- 
ciation, if registrant represents that it 
will place emphasis on any one or more 
of such objectives .. . .” Further, with- 
out authorization by a majority of the 
outstanding voting securities, no devia- 
tion from the above would be permitted 
except to the extent that “appropriate 
reservations of freedom of action for the 
protection of investors” are made. The 
SEC’s explanation for these proposed 
changes follows: 


“Section 8(b) requires every regis- 
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tered investment company to file a 
registration statement containing a 
recital of the policy of the company 
regarding various important subjects. 
One of the most significant of all in- 
vestment company matters, however, 
is not required to be stated unless 
the company deems this to be funda- 
mental policy and elects to treat it as 
such. This matter is the basic invest- 
ment objective and characteristic of 
the investment company. 

“Whether an investment company 
is a balanced fund, a bond fund or a 
common stock fund is so important 
that financial publications and finan- 
cial services analyzing or describing 
investment companies treat such 
companies in separate categories. 
Whether the investment company rep- 
resents that its investment objective 
is primarily capital appreciation or 
income is of the same order of signifi- 
cance. *** So important are these 
objectives or characteristics that they 
are used as the sole or primary de- 
scriptive material in the so-called 
tombstone advertisements of invest- 
ment companies. 

“Nevertheless, if a company does 
not choose to treat these objectives 
or characteristics as fundamental, it 
may change its policy as to them 
without obtaining the consent or ap- 
proval of its stockholders. 

“In recommending this legislation, 
it is not the intention of the Commis- 
sion to impede management or restrict 
management beyond requiring the ap- 
proval of stockholders for significant 
changes in investment policy. The 
amendment sets forth specifically the 
matters of investment policy that 
should be recited in this connection 
and makes it clear that the company 
may reserve freedom of action to in- 
vest in so-called defensive securities 
whenever and to the extent that the 
company desires to do so.” 


Our primary innovation is to include 
a third major classification for invest- 
ment policy along with the balanced and 
common stock categories which would 
provide for those funds that reserve the 
right to invest in any one, two or three 
types of securities (bonds, preferred or 
common stock) without any restriction 
in other than very extreme circum- 
stances. Examples would be Fidelity 
Fund and Broad Street Investing Corp. 
This is to be called the flexible type fund. 
The balanced fund includes corporate 
bonds of reasonably good quality and 
common stocks either with or withou! 
preferred stocks at all times. The com 
mon stock fund can hold short terms. 
governments and cash equivalents as 4 
temporary defensive measure or for re 
serves. 

The sub-classifications are based 01 
primary investment objective. Our firs’ 
such grouping in the balanced categor: 
includes those funds, such as Scudde 


Stevens and Clark Fund and Wellingto: 
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Fund, which stress relative stability of 
principal, but also aim for some growth 
in principal and income to protect the 
investor against decreases in the pur- 
chasing power of the dollar. The next 
group’s objective is income, but within 
the framework of a balanced policy. 





CLASSIFICATION OF MUTUAL FUNDS 


(Figure in parentheses indicates _ latest 
available percentage of net assets invested 


in common stocks and lower grade bonds and 
preferreds. ) 
BALANCED FUNDS 
Relative Stability of Principal & 
Purchasing Power 


American Business Shares (48.6) 
Eaton and Howard Balanced (65.9) 
Fully Administered Fund 

(Group Securities) (72.8) 
Johnston Mutual Fund _..(57.4) 
* Massachusetts Life Fund (62.0) 
Nation-Wide Securities (56.4) 
George Putnam Fund (71.0) 


Scudder Stevens and Clark Fund _..(59.4) 


*Stein Roe and Farnham Fund (51.6) 
Wellington Fund (64.6) 
Whitehall Fund (51.7) 
Income 
Axe Houghton Fund “B” A736) 
Diversified Investment Fund, Inc...(70.9) 
General Investors Trust (74.6) 
Investors Mutual (65.4) 
National Securities—Income (89.0) 
Conservative Growth with Principal 
Protection 
Axe-Houghton Fund “A” (55.4) 
Boston Fund (59.9) 
Commonwealth Investment (71.3) 
FLEXIBLE FUNDS 
Stability of Principal 
New England Fund (59.5) 
Conservative Income 
Broad Street Investing Corp. (77.3) 
Delaware Fund (94.1) 
Sovereign Investors (95.4) 
Growth 
Dreyfus Fund (52.7) 
Fidelity Fund ; (87.6) 
Institutional Foundation Fund (84.5) 
Knickerbocker Fund (77.3) 
Loomis-Sayles Mutual Fund (50.4) 
Mutual Investment Fund _.(76.9) 
Selected American Shares (88.7) 
State Street Investment Corp. (89.0) 
Wall Street Investing Corp. (84.3) 
Wisconsin Fund Ine. (86.8) 
COMMON STOCK FUNDS 
General Purpose 
Massachusetts Investors Trust (97.9) 
*Scudder Stevens and Clark 
Common Stock Fund (96.4) 
Conservative Income 
Dividend Shares (82.9) 


*Group Securities—Common Stock _. (97.6) 


*United Income Fund (94.4) 
*Washington Mutual Investors (99.0) 

Srowth 

Affiliated Fund cee eee. | 
Bullock Fund __ Pa 
Eaton and Howard Stock __._. (87.7) 
Fundamental Investors a. (BS) 
Incorporated Investors (92.0) 
Investment Co. of America (88.8) 


“Keystone Custodian Fund S-3 __ (95.3) 
Mass. Investors Growth Stock 

lo (nage ie tele ts eae ee Sener (94.2) 
National Investors _ (98.3) 
T. Rowe Price Growth Stock Fund _(77.7) 





*Not previously included in Index. 
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Finally the third sub-classification in the 
balanced grouping includes those mu- 
tuals which place more emphasis on 
growth and appreciation than those in 
the first division through characteristics 
of their portfolio securities and/or the 
greater extent to which they habitually 
or occasionally, invest in common stocks 
and lower grade bonds and preferreds. 


The flexible classification also makes 
provision for three sub-groupings — 
one which places major emphasis on 
stability of principal, another stressing 
conservative income (i.e. contrasting 
with the relatively new specialized in- 
come type mutuals) and a third which 


aims for growth and _ appreciation 
through so-called growth stocks or other- 
wise. The three junior categories in the 
common stock grouping roughly parallel 
those under the flexible classification ex- 
cept for number one which includes 
what we choose to call general purpose 
funds, represented by Massachusetts In- 
vestors Trust and Scudder Stevens and 
Clark Common Stock Fund. 


As an aid in understanding investment 
policy we also include a tabulation indi- 
cating the latest available figure for the 
percentage of net assets invested in com- 
mon stocks and lower grade bonds and 
preferreds of each investment company. 
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In predictions for 1958, there seems 
to exist a greater cleavage than usual 
between financial and business opinion 
and the cerebrations of various econ- 
omists. Money and business circles seem 
less confident for 1958 than do the 
thirteen distinguished economists who, 
under the auspices of the National In- 
dustrial Conference Board, meet an- 
nually to appraise the economic outlook 
for the coming year. Their past record 
commands respect for their views. The 
consensus of this group is that the in- 
dustrial production index will average 
around 139 for the year, with a decline 
in GNP to about $438 billion for the 
first half, with the second half rising 
to a rate of $441 billion. Unemployment 
is seen increasing from the 1957 fourth 
quarter figure of about 3 million to 3.6 
million in the first half with a decline to 
3.4 million during the balance of the 
year. 

The critical areas noted by the group 
lie in the extent of capital expenditure 
decline, government spending and the 
reaction of the consumer as unemploy- 
ment increases. They also make the point 
that developments thus far indicate that 
what we are currently experiencing is 
not an inventory recession and that “a 
cycle which begins in the capital segment 
goes deeper and lasts longer than the 
inventory cycles to which we have been 
accustomed.” Their conclusion, never- 
theless: it may be a year of shakeout and 
pursuit of intensive cost control and it 
may also be “one of the most prosperous 
recessions on record.” 

Several minority com- 
mentators have come out flatly against 
a year of declining business indices, 
asserting that after brief hesitation in 
the early months, new highs in GNP 
and business activity in almost all lines 
will be registered, with the general lot 
of the public better than in any preced- 
ing year. 

A poll conducted by the New York 
Herald-Tribune among 100 top industry 
executives indicates a hesitant attitude. 
Though sales may rise, profit prospects 
appear static or lower. 


courageous 
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1958 PROSPECTS 
(Compared with 1957) 


SALES 
Eee eer ceere 41% 
Unchanged ee __.. 82% 
ieee . 27% 
INVENTORIES 
Peaner _ 18% 
Unchanged 43% 
Lower .- sa De _ 89% 
EMPLOYMENT 
Higher : ea 20% 
Unchanged ae ane _ 21% 
Lower ses “5 538% 
PROFITS 
Higher ee 18% 
Unchanged ae 30% 
Lower =e 52% 
PRICES 
Higher ee : 389% 
Unchanged Cae . 52% 
Lower x 9% 


The economic and investment views of 
another very influential segment of the 
professional money managers, the trust 
investment officers, will be found in our 
Sixth Annual Investment Symposium in 
this issue at page 41. Here, too, 
opinions vary widely and perhaps the 
fairest summation would be that both 
business activity and stock prices have 
yet to establish a firm basis for re- 
covery. On the two extremes, a handful 
of observers indicates belief that the 
October lows marked the worst of the 
price decline and a similar minority 
sees still lower levels in the D-J indus- 
trial average, ranging from 300 to 360. 
However, the great body of respondents 
apparently anticipates that the decline 
will bottom out somewhere in the 375- 
390 zone. The trustees are, on balance, 
cautious rather than despondent over the 
outlook for business and stock prices 
and it is evident that institutional calibre 


equities will continue to hold a promin- 
ent place in their investment programs 
as they reach predetermined buying 
levels. 


ComMMoN Funps HELD on 
PERCENTAGE OF COMMONS 


Common stocks represented 54.2% 
of aggregate discretionary fund invest- 
ments and 26.3% of restricted funds as 
of the 1957 annual report dates of the 
first 190 reports received by TRUSTS AND 
Estates. This compares with 55% for 
discretionary funds and 26.7% for re- 
stricted funds in a study of 228 funds as 
of the last quarter of 1956 (T&E, Apr. 
°O7, p. 365). 

The proportion of United States Gov- 
ernment obligations was less in the more 
recent study. Discretionary funds 
dropped from 12.7% to 10.3% and the 
restricted funds from 21.5% to 16.4%. 
On the other hand, the corporate bond 
segment was increased in the discretion- 
ary type from 18.5% to 21.1% and in 
the restricted type from 27.7% to 
32.1%. Preferred stocks increased 
slightly in both groups. 

In the accompanying portfolio tables 
the dollar figures are as of the 1957 an- 
nual report dates, and percentages are 
given for both that study and the 1956 
fourth quarter summary. 

Variations in the holdings of United 
States obligations, corporate bonds and 
common stocks in individual funds are 
summarized in the accompanying table 
as of the 1957 annual report dates. 


High Low Concentration 


Discretionary 

U. S. Oblgs. 39% 1% 
Corp. Bonds 52 1 
Com. Stks. 715* 24 
Restricted 

U.S. Oblgs. AT% 1% 
Corp. Bonds 547 4 30% to 50% 
Com. Stks. 355 19 30% to 35% 
*Common Stock Funds ran up to 99%. 


+Bond funds ran up to 97%. 
tLegal common stock funds ran to 99.9%. 


[IMF SuHare VaLuE Hotps WELL 


In spite of the market action during 
the last quarter, the per share asset value 
of Institutional Investors Mutual Fund. 
Inc., owned by 73 New York State sav- 


Under 20% 
10% to 40% 
40% to 60% 


10% to 20% 


(Continued on page 76) 





U. S. Obligations ___ $ 144,876,668 





Other Gov’ts 32,812,859 
Corp. Bonds 298,270,169 
Preferred Stocks 150,132,085 
Common Stocks _... 766,639.419 
Mortgages: 12,261,220 
oo a ee 7,715,956 

$1,412,708,376 





DISCRETION- RESTRICTED 
ARY FUNDS FUNDS 
oy | "56 "5T "56 
10.3% 12.7% | $ 56,414,565 16.4% 21.5¢ 
23 27 23,704,478 6.9 5.8 
24.41 18.5 110,443,266 32.1 27.7 
10.6 9.7 48,569,983 14.1 12.5 
54.2 55.0 90,865,495 26.3 26.7 
9 8 10,341,468 3.0 3.3 
6 6 4,062,838 1.2 1.5 
100.0% 100.0% | $344,402,093 100.0% 100.0° 
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2,0 
6,51 
9,0 
7,0 
2,01 
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15,0 
22,01 
22,0( 
21,51 


5.2( 
2.00 


15,51 
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12.0( 
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11,06 
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STOCKS HELD BY INSTITUTIONAL INVESTORS MUTUAL FUND 
(At Close of December 31, 1957) 


SHARES MARKET 
AIRCRAFT MANUFACTURING 


5,000 tUnited Aircraft Corp. $ 263,750 
(88%) ——————_ 


AUTOMOBILES 





6,000 +General Motors Corp. —..- $ 201,000 
(67%) ———-—— 
BurILpInG MATERIALS 
3,000 *U. S. Gypsum Co. _.... $ 205,500 
(69%) —————— 
CHEMICALS 
2.000 E. 1. du Pont de Nemours _$ 352,750 
6,500 *Eastman Kodak Co. _....... 642,688 
9,000 Hercules Powder Co. _..... 371,250 
7,500 *Pennsalt Chemicals Corp. 376,875 
2,000 Union Carbide Corp. 190,000 
(6.46%) $ 1,933,563 
CONFECTIONERY 
7.900 *American Chicle Co. —...$ 491,775 
ek 
CONTAINERS 
10,500 *Anchor Hocking Glass _...$ 425,250 
12,000 *Continental Can Co., Inc. 484,500 
(3.04%) $ 909,750 
Drucs 
15.000 McKesson & Robbins Inc._$ 862,500 
22,000 Mead Johnson & Co. 1,105,500 
22,000 Merck & Co., ine. 929,500 
21,500 *Sterling Drug, Inc. 655,750 


*.553,290 


(11.86% } 
ELECTRICAL EQUIPMENT AND ELECTRONICS 
5.200 General Electric Co. $ 319,800 
2.000 *+Westinghouse Electric 127,000 


(1.49%) $ 446,800 


ELEcTRICAL UTILITIES 


15.500 *American Gas & El. Co. _.$ 610,312 
10.500 *Baltimore Gas & El. Co. 370,125 
12.000 Cincinnati Gas & El. Co. 348,000 
9.000 *Commonwealth Edison Co. 375,750 
7.000 Consolidated Edison Co. of 

New York, Inc. 310,625 
8.000 Gulf States Utilities Co. 324,000 
11,000 Idaho Power Co. 401,500 
9.000 Kansas City Pr. & Lt. Co. 346,500 
10.000 Louisville Gas & El. Co. 295,000 
16,000 Northern States Power Co.., 

Minnesota 272,000 
9.000 *Oklahoma Gas & El. Co. 369,000 
8.000 *Philadelphia El. Co. 298,000 
7,000 *Southern Calif. Edison Co. 348,250 
6.500 *Texas Utilities Co. 299,000 
15,000 *Virginia Elec. & Pr. Co. 397,500 
10,500 Wisconsin Elec. Pr. Co. _.. 334,688 


(19.04%) $ 5,700,250 
FINANCE 


20,0\0 *Beneficial Finance Co. _$ 362,500 


10,0.0 Commercial Credit Co. 476,250 
(280%) $ 838,750 

Foops 
11,0°9 *General Foods Corp. —..$ 552,750 
19,00 *National Dairy Products _ 729,125 
10,009 Pillsbury Mills, Inc. 423,750 


(5.69%) $ 1,705,625 


January 1958 





SHARES MARKET 

INSURANCE 
7,000 *U. S. Fid. & Guar. Co. __ $ 400,750 

(1.34%) —— 

MACHINERY 
3,000 *Caterpillar Tractor Co. _.$ 175,500 
3,000 Ingersoll-Rand Company — 204,000 
(1.27%) $379,500 

MISCELLANEOUS 

12,500 *American Optical Co. _.$ 451,562 


12,000 838,500 


$ 1,290,062 


*General Am. Transp. Corp. 


(4.31%) 


Non-Ferrous METALS 





3.400 Aluminum Co. of Amer. _$ 204,000 
13,500 Amer- Metal Climax, Inc. - 232,875 
(1.46%) $ 436,875 
OFFICE EQUIPMENT 
8,000 * Pitney-Bowes, Inc. 


$ 430,000 
(1.43%) ie 
Paper AND PULP 


3.500 Crown Zellerbach Corp. _.$ 159,688 
(.53%) ———— 

PETROLEUM 
2.500 *Amerada Peircleum $ 2312 
9,000 Continental Oil Co. 385,875 
9.000 *The Ohio Oil Co. 258,750 
7.000 Shell Oil Co. 476.000 
9,000 *Skelly Oil Co. 177,000 
11,000 *Socony Mobil Oil Co., Inc. 522,500 
9,000 *Stendard Oil Co. (Ind.) 322,875 
5,000 *Stsndard Oil Co. (N. J.) 249,375 
6,500 *The Texas Co. 105,438 
11.500 *United Carbon Co. 514,625 
(12.82%) $ 3.837.750 

RAILROADS 

8.500 Atchison, Topeka & S. F. -$ 144,500 
8,500 Union Pacific 208,250 
(1.18%) $ 352,750 

RETAIL TRADE 
9.500 *First National Stores, Inc.$ 532,000 
10.200 *Jewel Tea Co., Ine. 594,150 
17,080 *National ‘Tea Co. 726,750 
3,500 J. C. Penney Co. 294,000 
(7.17%) $ 2,146,900 

STEEL 

8,000 *Bethlehem Steel Corp. —..$ 291,000 
5,000 +U. S. Steel Corp. 256,875 
(1.83%) $ 547,875 

TELEPHONE 

2.200 American Tel. & Tel. _. $ 


368,500 
(1.23%) ——- 





TIRE AND RUBBER 


9,000 *Firestone Tire — $ 794,250 
8,000 *The B. F. Goodrich Co. _.. 


534,000 
(4.44%) $ 1,328,250 
627,900 Total ....----- (93.27%) $27,928,913 
*Increased 
+ Decreased 
tNew 








HERE IS WHY 


MORE THAN 100 
COMMUNITY BANKS 
HAVE JOINED THE 


STUDLEY, SHUPERT 
TRUST INVESTMENT 
COUNCIL 





TRUST INVESTMENT 
COUNCHL 


BECAUSE the Council Staff, trained 
and experienced in every phase of trust 
investment management, is at their 
service at all times for consultation and 
assistance with their special, individual 
problems. 





TRUST INVESTMENT 
COUNCIL 


BECAUSE they receive the benefits 
of investment research facilities far 
broader in scope than they could 
afford to maintain individually. 





TRUST INVESTMENT 


COUNCIL 


BECAUSE the Council provides them 
with a continuous flow of timely 
trust investment data and information 
for meeting their routine day-to-day 
problems. 





TRUST INVESTMENT 
COUNCIL 


BECAUSE the Council’s basic aids— 
its Guidance List of Securities, its 
Analytical Reviews of Securities, 
its Summary Reviews of Securities, 
its Relative Value Selections, and its 
Common Stock Summary of Earn- 
ings, Dividends and Prices—are among 
the most useful of all tools available 
to any trust department. 





TRUST INVESTMENT 
COUNCIL 


BECAUSE the annual cost of Council 
Membership—based on a cooperative 
plan—is surprisingly low for each 
Member: only hundreds of dollars, 
NOT thousands, as you might expect. 
e 
Details of Council Membership will 
be sent you upon request. Write now. 


STUDLEY, SHUPERT 
TRUST INVESTMENT 
COUNCIL 1°17, PENNSYLVANIA BLVD. 


PHILADELPHIA 3, PA. 
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BANK STOCKS IN EASING 
Money MARKET 


When the Greek dramatist Aeschylus 
expounded the dictum that much of our 
affairs is determined by influences be- 
yond our control, he may have voiced 
the sentiments of some modern day bank 
stockholders. For many investors have 
begun to feel that bank earnings are 
wholly dependent upon business condi- 
tions in general, and Federal Reserve 
policy in particular. This reasoning is 
only partially correct because, to a large 
degree, banks have maneuverability 
which enables them to be masters of their 
own destiny. 


The recent turn-about in Federal Re- 
serve credit policy presents a good case 
in point. During the “tight money” era. 
huge loan demand and higher interest 
rates were the reason for record operat- 
ing earnings. Today, however, with an 
apparent “easing” of credit restraint 
policy, we are confronted with a differ- 
ent picture. With the bloom off the 
boom, we foresee an overall lessening of 
business activity in the first 6 or 9 
months of 1958. Consequently, loan vol- 
ume will most certainly be down, accom- 
panied by a drop in interest rates. Do 
diminished loan volume and lower rates 
portend lower bank earnings? 


Fortunately, profitable banking oper- 
ations are not so ephemeral as to be com- 
pletely dependent on outside influences. 
Without a doubt, banks must operate in 
a dynamic economy for optimum earn- 
ing results. To the extent that the Fed- 
eral Reserve is the thermostat that helps 
regulate the economy, banks must be de- 
pendent upon that Agency. But, as long 
as the current recession does not ap- 
proach the severity of the economically 
stagnant thirties, well-managed banks 
will be able to fend for themselves to a 
greater extent than we may realize. 


Banks, of course, need not resort pri- 
marily to loans for profitable earnings. 
As an example, should loans decline, 
bank deposits also will decrease. But as 
deposits decrease, excess reserves ap- 
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pear. (The Fed itself may also increase 
excess reserves by lowering reserve re- 
quirements.) Thus, for the first time in 
21% years, banks will have liquidity. No 
longer will they be strapped for funds 
as when money was “tight.” With this 
newly-acquired liquidity, banks will buy 
bills and certificates, then the longer 
term notes and bonds. They will be, in 
effect, creating the funds with which to 
purchase these securities. Banks will 
once more make money from invest- 
ments instead of relying principally on 
loans. True, investments of this type will 
not earn a return comparable with that 
of loans — the very fact that banks will 
be active buyers in the money markets 
will have a sobering effect on rates. 
Nevertheless, the volume of investments 
should help offset much of this dispar- 
ity in return. 


The short-term outlook, while admit- 
tedly not exceptionally bullish, is far 
from being bleak for a variety of rea- 
sons. While interest rates are falling, 
and it is quite clear they will weaken 
further, it is inconceivable they will go 
much below 3%, barring war or a major 
depression. The prime rate will probably 
be reduced not much lower than 4%. 
And while loans will be down, loan vol- 
ume in 1958 still should remain sub- 
stantial. Furthermore, with a time lag in 
bank portfolio turnover, the higher rates 
of the “tight money” era are still having 
an impact on bank investment income. 
Moreover, the security losses taken by 
banks to improve liquidity during °55, 
°56 and °57 will be very small, if not non- 
existent in °58. Even more important is 
the prediction of an upturn in the eco- 
nomy by next summer, when increased 
government spending should make itself 


felt. 


The long-term outlook is definitely 
bullish, if for no other reason than the 
fact the cold war has produced a more 
or less permanent garrison economy. 
Capital for defense needs and general 
business expansion can come only from 
savings and the banking system. Since 
personal savings are not rising fast 
enough, and are in fact falling in terms 
of percentage of Disposable Income, 
banks must supply this need. In addi- 
tion, with demand for capital so keen, 
the secular trend for interest rates is 
definitely on the incline. Furthermore, as 
prices continue to rise and purchasing 
power falls, money can be attracted only 
at higher rates of interest. Investment 
and loans both will command satisfac- 
tory returns. 


The choice of stocks will, on the other 
hand, demand more selectivity on the 


part of the bank investor. This is parti- 
cularly true of those desiring capital ap- 
preciation as well as liberal dividends. 
Smaller banks will not necessarily ex- 
pand just because they are small and 
have no place to grow but up. On the 
contrary, smaller banks may find in- 
creasing competition more difficult to 
withstand in years ahead, and the bank 
merger route may become the only solu- 
tion for many. In states where regula- 
tory officials look askance at mergers, 
this path may be denied and serious 
problems may arise. 

Management is another factor in the 
selection of bank stocks. Since banking 
is essentially a service business, it is of 
paramount importance that efficient per- 
sonnel be recruited and properly trained. 
Here too, the larger banks will have a 
decided advantage in attracting execu- 
tive caliber personnel, and of course, re- 
taining their services. 

In evaluating bank prospects the new 
catchword has become “volume.” One of 
the most practical ways for a bank to 
cope with rising clerical costs is through 
increased activity. Unit costs tend to les- 
sen as volume increases. The larger 
banks, certainly those in the multi- 
branch field, can more easily produce 
this requisite volume. It is interesting to 
note that a Federal Reserve Board study 
has shown that 50% of the $3-5,000 in- 
come group use thrift and checking ac- 
counts. Branch banking offers the con- 
venience so necessary in attracting the 
potential bank customer. 


In this connection also, state regula- 
tions with regard to branch banking 
must be considered. In those 14 states 
that prohibit any form of branch bank- 
ing, future earning power may be stifled. 
With most cities witnessing an exodus 
by business and the local population to 
the suburbs, banks in these localities 
may be soon operating at a decided dis- 
advantage. The future of banking in 
these states might be said to be preor- 
dained by the restrictive measures im- 
posed by state authorities. Fortunately. 
these restrictions are not employed by 
the vast majority of states. 

In addition, the bank investor would 
do well to take into account the competi- 
tion offered by mutual savings banks and 
savings and loan associations. This s'!- 
uation is most acute on the West Coast 
where commercial banks are in fierce 
competition for time deposits with te 
other savings institutions in the ar 
As a result, interest costs borne by t'° 
banks have been high. 

Come what may, “tight money” 
not, stockholders needn’t be resigned |? 
feast or famine results from bank stoc < 
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investments. Long term investors can be 
assured of steady income along with 
modest capital appreciation by holding 
issues of seasoned, well-managed and 
well-situated banks. 
EarL J. WEINREB 
HAYDEN, STONE & CO. 


INSURANCE Stocks DUE 
FOR 1958 COMEBACK 


Long term holders of insurance shares 
are fanatically loyal, obstinately patient 
and convinced in their hearts that better 
days must lie ahead. 1958 looks like 
their year at last. 

The year 1958 may go in like a lamb 
and out like a lion. That seems the best 
prediction at the moment. If fire and 
casualty underwriting results improve 
steadily and red ink finally is capped, 
share prices should move ahead sympa- 
thetically. It would not be surprising in 
fact if share prices moved more like the 
speedy hare against the more tortoise- 
like underwriting trend. 

Already an improvement in_ under- 
writing seems underway. Third quarter 
results registered betterment over a year 
ago for a number of companies and the 
fourth quarter should be the best of all. 
Experience is improving, with fire losses 
under 1956 by 5.3% in October and 
November. Rate increases in automobile 
coverage are working into earned pre- 
miums and more rate boosts are in the 
offing. 

A year ago insurance shares staged an 
independent rally through April, ignor- 
ing the 1956 statements, then plummeted 
when the figures didn’t follow through. 
In 1958 investors, once bitten and hence 
twice shy, may be more cautious. 


But if, as now appears likely, the un- 
derwriting trend has turned, they will 
rush in. Bargains are abundant, with 
many fire and casualty shares selling at 
their lowest prices since 1932 in relation 
to such fundamental values as investment 
income and net worth. That is amazing 
but true. Yields can be obtained at 
»-7'%. It is as if investors thought the 
uncerwriting depression was here to 
stay, like the “man who came to din- 
ner” Insurance companies, many of 
thera, were esteemed as dying on the 
vine, worth more dead than alive, ex- 
cep: that they didn’t die! 

the bottom of the last underwrit- 
ing »ycle a decade ago, a representative 
gro p of ten predominantly fire compa- 
nie: was selling at 13.8 times investment 
inc’ ne and at a discount of 37% from 
net worth. On December 31st, 1957, 
thes. ten could be bought at only 9.6 
tim. investment income and at a 54% 
dis. unt from net worth to yield 5.4%. 


Jani ary 1958 


So the “price” is right. Confidence 
that the underwriting trend has changed 
will bring a rush of bargain seekers but 
confidence is needed and that will de- 
pend upon improving figures. 

The incipient bull market in fire and 
casualty shares could last several years, 
if the past is any criterion, into 1960-61. 
And it could take the ten stocks previous- 
ly referred to up 66% if only to equal 
their respective 1956 highs. In the mean- 
time investment income and premium 
volume will have risen at least 50% in 
many cases — so that it would be sur- 
prising if the 1955 highs were not ex- 
ceeded, perhaps by 25% or more. 

Small wonder that sophisticated in- 
vestors are literally “champing at the 
bit,” waiting for an opportunity to get 
aboard their favorites. And that is why 
the initial buying, once confidence is re- 
gained, may be fast and furious, with 
share prices leaping kangaroo fashion in 
face of dried up supply. 

Emotion can be a strong market in- 
fluence. In 1957 investors became dis- 
couraged not only over current under- 
writing results but about the long term 
outlook of the business. Pricing policies, 
always lagging inflation, kept the com- 
panies squarely behind the 8-ball. The 
system of distribution seemed archaic 
confronted with low cost direct writer 
competition. Insurance shares lost their 
growth stock aura and fell in investor 
esteem into the “permanently depressed” 
category, somewhere between coal and 
textiles. 

1958 could mark the road back from 
the long term viewpoint. Investors like 
the current trend toward lower acquisi- 
tion costs in auto lines, in Connecticut, 


New York and the West Coast. Basing 
rates upon present claim costs or upon 
the trend is far more to their liking than 
upon warmed over statistics of the past 
five years. They are impressed by the 
vigorous, constructive actions of Com- 
missioners McConnell of California and 
Sullivan of Washington. At long last 
changes are being made which improve 
the investment quality of fire and cas- 
ualty shares in the bitterly competitive 
markets of today. Furthermore stabiliza- 
tion of the price level, with outcroppings 
of deflation, is turning investors toward 
insurance shares as beneficiaries of the 
new economic trend. 

The recovery in share prices should 
be more general in 1958. Last year selec- 
tivity reigned, in fire from a gain for 
the year of 23% for Northern to a loss 
of 32% for Kansas City: in casualty 
from plus 63% for Government Employ- 
ees to minus 44% for American Fidelity 
& Casualty. This year a general advance 
of 20-25% would appear a reasonable 
expectation, barring a wideopen stock 
market debacle. Last year fire stocks as 
a whole lost 10% and casualties 6%. 

As for the lifes, the outlook is again 
rosy. They lost only 5‘ in 1957 com- 
pared with 16° for stocks generally. 
Colonial was the bellwether up 58% 
while Confederation of Canada lost 39%. 
The fundamentals are good and should 
continue so, sales, interest earnings and 
mortality. The only cloud in the sky is 
possible adverse Federal tax legislation. 
Yet the life companies are far more heav- 
ily taxed than other thrift institutions 
and investors already are aware of the 
potential threat. While yields on life 
stocks are minuscule, they can now be 
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obtained at 8-10 times estimated adjust- 
ed 1957 earnings which is cheap for 
shares of their demonstrated growth 
status. 

So 1958 should be a good year for all 
insurance shares and produce that wel- 
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DIvIDEND No. 40 











| Tux BOARD OF DIRECTORS | 
| has this day declared a regu- 

lar quarterly dividend of Fifty 
Cents (50¢) per share on the capi- 
tal stock of the Company, pay- | 
able February 15, 1958 to | 
stockholders of record at the | 
closeof business January 15,1958. | 
R. E. PALMER, Secretary | 


| 
| 
| 
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December 12, 1957 
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REGULAR 
QUARTERLY 
DIVIDEND 


The Board of Directors has 
declared this day 

ie COMMON STOCK DIVIDEND NO. 94 
This is a regular quarterly 
dividend of 












Payable on February 15, 1958 
to holders of record at close 
of business January 20, 1958. 


Milton C. Baldridge 
Secretary 
January 9, 1958 


THE COLUMBIA 
GAS SYSTEM, INC. 





| Pacific Gas and Electric 
Company 


DIVIDEND NOTICE 
COMMON STOCK 
DIVIDEND NO. 168 


The Board of Directors on 
December 18, 1957, de- 
clared a cash dividend for 
the fourth quarter of the 
year of 60 cents per share 
g: upon the Company's com- 
as mon capital stock. This 
: dividend will be paid by 
check on January 15, 
1958, to common. stock- 
holders of record at the 
close of business on De- 
cember 27, 1957. 
K. C. CHRISTENSEN, 
Treasurer 


San Francisco, Calif. 
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come “feeling of relief” to patient stock- 
holders. 

SHELBY CULLom Davis 

SHELBY CULLOM DAVIS & CO. 


Bonp Prick RECOVERY 
Sounps CAUTION SIGNALS 


The year closed with bond markets 
unusually strong. Investor interest has 
increased, broadening markets consider- 
ably, but much of this interest may have 
been speculative so it will take time to 
analyze the breadth. That the enthu- 
siasm may have been carried a little too 
far might be a good subject for debate. 
The recent action of the Federal Reserve 
has been construed by some as an indi- 
cation that all inflationary fears have 
been removed. The writer does not sub- 
scribe to this theory but rather believes 
that the business recession which is now 
apparent could be short-lived and that 
after only a few months there may again 
be an extension of the economy which 
has prevailed over the past two or three 
years. If so, there may be a revival of 
the demand for money and, while not as 
vicious as formerly, it might be persis- 
tent. 

For example, there has been a pick-up 
in construction. According to the Com- 
merce and Labor Departments, Novem- 
ber outlays for construction were the 
highest for any November on record. 
The outlays for the first eleven months 
of 1957 were 2% above last year. New 
home building has shown an uptrend 
which should be most encouraging to the 
arrested economy. There are indications 
that the entire construction picture, out- 
lays for public buildings, schools, high- 
ways and other municipal facilities, will 
increase in 1958. Some estimates have 
been made that new construction expen- 
ditures may reach a total of approxi- 
mately $50 billion which, if true, would 
be approximately 5% greater than in 
1957. If such were realized, 
increasingly difficult to support any view- 
point that the long-term demand for 
money will be substantially less. 


it becomes 


The largest peacetime budget in his- 
tory will be presented to Congress and 
practically all administration officials 
admit that the Government will operate 
at a deficit for the coming fiscal year. A 
budget deficit would be rather difficult 
to accept as a cure-all for inflation, and 
while it may be “good economics” from 
a political standpoint, its effects on fu- 
ture monetary policies might be the re- 
verse. Budget deficits usually lead to 
deficit financing, consequently, there 
seems to be no valid reason why the 
consequences should be different than in 
the past. Deficit financing destroys the 


incentive for savings as proven during 
the forties; in addition, it arouses sus- 
picion as to the future purchasing-power 
of the dollar. The investor in fixed-in- 
come securities innocently becomes sub- 
servient to a managed-money policy and 
cannot protect himself. 

A third point which deserves consid- 
eration is that the action of the Federal 
Reserve should be taken only in a tem- 
porary light. The economy needed a psy- 
chological lift and there should be no 
doubt that it received it. If the business 
recession should be only of modest 
length then one could expect future ac- 
tion of the Federal Reserve to be based 
on the policy of following, rather than 
leading, the economy. Perhaps inflation- 
ary fears may again crop up. 

The tax-exempt market seems to be 
headed for a period of stability. The 
spectacular performance of the past few 
weeks should not be maintained and it 
would only be natural to expect a breath- 
ing halt. The early months of 1958 
should see heavy volume in the new is- 
sue market and borrowings by munici- 
palities may be accelerated in order to 
take advantage of the material change in 
interest costs. That tax-exempt yields are 
still comparatively liberal cannot be 
denied and if by chance the corporate 
and government markets should hold 
over a period, renewed strength may ap- 
pear. The main deterrent would be the 
weight of new offerings or a change in 
monetary policy. Activity should con- 
tinue to be at a high level with occa- 
sional realistic yields especially in cer- 
tain revenue obligations. 

The corporate market has been notice- 
ably strong with new issues taken at 
lower yield levels. Changes in yields will 
invite early inquiries on the part of cor- 
porations that plan to finance during the 
year. Because of this, volume could be 
considerable as compared to that of re- 
cent weeks. Whether or not the corporate 
market holds its gains is problematical 
as much depends on the general econ- 
omy. If we should continue to have a 
modest recession, then one may expect 
continued strength, but, on the other 
hand, if business is revived by increased 
spending on the part of Government. 
then money demands will increase and 
yields rise. So much depends on infor- 
mation emanating from Washington that 
undue optimism might be costly. 

The Government market has _ per 
formed dramatically since the announce: 
ment of a cut in the rediscount rate. ‘The 
upward price movement in longer-term 
issues has been quite steep and inv'tes 
suspicion that the rally may be carried 

(Continued on page 62) 
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New England Trust Conference when population growth is 1.8% per investments were made possible only 
‘ 4 a“ a : ay 
a Discusses Investment Future = 9 or = Tn oe —— personal savings and it is the 
oO of only two decades ago when reasurys aim to encourage an at- 
n- The 24th New England Trust Confer- °P°Y & : Bt y 5 AE 6 ; 
b annual population was increasing one mosphere which will stimulate continua- 
- ence was held on December 13th at the ; lv. T i’ PE SE gee hol 
‘ ; er cent annually. To meet these needs n - s psychology. 
id Hotel Statler in Boston with President P® R nei : 6° Ps! 6) 
: ; without inflation stresses the importance 
Edward H. Osgood, vice president, an ; : 
d ne he ‘ of providing adequate savings. He like- 
? Fiduciary Trust Co., Boston, in the : ; 
a . Pepe : wise noted that the trustee’s task of car- 
a chair. The initial speaker was W. Gibbs. for hi eee ga ag age oe 
: ing for his principals’ funds is difficu 
n- McKenney, widely known attorney of & h Ae as Rit He THE CINCINNATI GAS 
; enough under conditions of stability bu 
y- Baltimore, Md., who spoke on “Recent 8 : egal & ELECTRIC COMPANY 
: ; »» that in a world of instability “the un- 
10 Trends in Developing Trust Business, er * 
tt . : certainties are compounded.” Conse- 
Ss with the balance of the program prin- cg 
ss : ; quently, the success of the trustee “will 
ast cipally devoted to the financial and in- |’. ; aes 
: hinge in part upon the ability of the 
1C- vestment aspects of trusteeship. , : “ih 
: , . world’s economies to achieve growth 
ec With Harry W. Anderson, vice presi- TE a oT 
' without inflation. 
an dent, The Merchants National Bank of : 
| P . = , Over 105 years of uninterrupted 
m- Boston, as moderator, a three man panel The dinner speaker was Paul I. Wren, ae 
: : : a cash dividends on common stock 
discussed the outlook for trustee in- assistant to the Secretary of the Treas- 
be vesting in the coming year: Richard P. ury and long associated with the Old The 
‘he Barnard. vice president, The New Eng- Colony Trust Co. of Boston, who dis- Board of Directors na 
. : nhaew declared a dividend of 371% cents 
ew land Trust Co.; Arthur F. Wilson, trust cussed aspects of the Treasury’s prob- 
. . : " : per share payable February 14, 1958, 
at investment officer, Second Bank-State lems and fiscal operations. Foremost was o> dened of record 
th- Street Trust Co.: and John G. Cushman. his insistence upon the need for a strong 
=" : ; : ea P © January 15, 1958. 
JO vice president, Old Colony Trust Co., all economy based upon a stable dollar and WALTER E. BSCEJORD, SECRETARY 
1s- of Boston. The long-term desirability of | upon the premise that a sound defense 
ici sound common stocks in trustee port- cannot be achieved by emergency meas- 
to folios was again affirmed, even though ures but only through wisest allocation eee 
> In current uncertainties might dictate some of resources. He also touched upon the 
are care in purchasing them at this time. debt ceiling and the difficulties which it 
be Municipal bonds came in for special poses for Treasury debt management 
rate mention as a desirable medium with due to uneven flow of incoming tax ' 
‘old emphasis upon careful selection, a factor monies. Neverthless, it serves to place PATE 
ap- which can never be lightly passed over. an inelastic brake on expenditures for SAS 
i sas and ¢ . ants Bry 
th C. Canby Balderston of the Board of Congress and all departments. zi 
> in » Badecs! Reneeve Swe 
Governors of the Federal Reserve Sys- Another important point made by Mr. of FQ) SO 
on tem told the conferees that orderly Wren was that the Treasury does not 
— growth of the economy, which depends agree with statements of some econo- 
chiefly upon savings from current in- mists that continually rising prices and Souther: Catih ‘ 
come for financing public and private ag gradual decline in money value are Southern California 
ee expansion, depends upon a stable dollar. gyr inevitable lot. A dvnamic economy Edison Company 
“1 Unless the saver has assurance of con- depends upon real capital which derives 
vie tinuing value, the incentive to capital only from savings while credit can be DIVIDENDS 
a accumulation is reduced. Sound manage- created. Over half of total gross private The Board of Directors has 
re ment decisions also play a major role in jnyestment since the Civil War. about a ae ee 
ye are ‘ . clVe cw) : 9 ctate vied “We ‘ arin - fOllOWINE arterly divi- 
Pa preventing excessive swings from a state $575 billion, occurred during 1946-1957, dele: ’ ' 
as of insufficient capacity to overbuilding roughly divided into $340 billion for —— 
ra : aioe ferilition ' ae dea 
tical of productive facilities. plant and equipment, $45 billion into Dividend No. 192 
1C% ° 619° ‘le . 
: Mr. Balderston compared the prob- farm improvements and $135 billion emniitaiabbeina: 
con- a ; ' 
lem of providing for expansion today into residential construction. All these PORERENCE SOEK., 
ve a 4.48% CONVERTIBLE SERIES 
t a <i I 2 _ fe ee ee Dividend No, 43 
pec 28 cents per share; 
na PREFERENCE STOCK, 
—_ 4.56% CONVERTIBLE SERIES 
DIAMOND GARDNER Dividend No. 39 
ne "4 CORPORATION 28/2 cents per share. 
an ae 
shai The Board of Directors of the Diamond [he above dividends are pay- 


Gardner Corporation on December 12, 
1957, declared a regular quarterly 
dividend of 45c per share on the 
Common Stock. At the same meeting 


able January 31, 1958 to 
stockholders of record Janu- 
ary 5. Checks will be mailed 
from the Company's office in 


that 764 CONSECUTIVE 


YEAR OF DIVIDENDS 

















per MB j= fC eaweneccrn recor ene-o--- the Board also declared a quarterly Los Ancel oe 
ince: dividend of 37Y2c per share on the os Angeles, January 31, 
The $1.50 Cumulative Preferred Stock. P.C, HALE, Treasurer 
Both dividends are payable February 
-term 1, 1958 to stockholders of record December 19, 1957 ; 
vites January 3, 1958. dh sm 
vil PERRY S. WOODBURY 
; Secretary and Treasurer 
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YIELDS oF YIELDS OF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
125 T T T =I T T i] 4 — T T T = 
; ee ,s IN PERCENT - PRICES AND DIVIDENDS 
+150 3 YEAR = ($ PER SHARE) 
coysecsss, §& YEAR | 
75 ---- 10 YEAR a : 160 4 
Fin, -———- 225,0F 9/15/72-67 3 J 
lg0g. : «\*- (3148, OF 6/15/83-78) / 
: :, 140 ~ 
: %, \--—e- 3S,OF 2715/95 | 340 J 
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27 \ | boo a 
+400 \ : YIELD 
-3.00 : y 
\ . --"80 Ral 
- 4.20 1 Vv 3 
-3.25 \ Wasa oe%ee, oe "eo %e eee%e 
° eoe%e . °, e 
en a coll : si 
g \ \ | Py % e q 
+3.50 4.40 4 NJ = 60 ewe n wees ee 
—— Aaa i : a 
\ ot 
L375 +460 seccccee Aa \ fon ee tit - 
cae \ Ee DIVIDEND J 
L480 , J (710 SCALE) 
| “ === Baa ‘| 
\ 
| 1954 | 1955 | 1956 | 1957 1954 | 1955 | 1956 | 1957 Ny 1954 | 1955 | 1956 | 1957 
——End of Month—— 
Dec. Nov. Dec. 1957 1951-1956 1946-50 1941-45 1931-40 1919-1930 
1957 1957 1956 — Range for Period———- 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. : CG 2.78 3.43 3.64 4.10-2.78 3.75-1.35 1.68-0.90 1.32-1.07 (a) (a) (a) 
5-Year Taxable Treas. - 7 % 2.84 3.42 3.69 4.12-2.84 3.76-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. -.................... G 2.96 3.35 3.63 3.97-2.96 3.64-1.95 2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 214s, 9/15/72-67 SRO Meee 3.05 3.28 3.52 3.77-3.05 3.52-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%4s, 12/15/72-67 -............. % 3.04 3.26 3.51 3.72-3.04 3.51-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
344s, 1983-78 SSI, Ree ROE % 3.22 3.43 3.45 3.69-3.21 3.45-2.59 (b) (b) (b) (b) 
3s, 1995 jdahiart Seamkaasacalenabatictancie: We 3.29 3.38 3.42 3.60-3.20 3.42-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term 3.68 4.02 3.82 4.15-3.65 3.82-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term .-................... % 3.92 4.28 3.89 4.31-3.77 3.89-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term __-. saciid lee % 4.27 4.48 4.02 4.51-3.95 4.02-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term —_.---.. “% 4.97 §.11 4.46 5.11-4.41 4.46-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
3. Tax Exempt Bond Yields 
Aaa Rated Long Term ___..---. % 2.84 3.16 3.05 3.45-2.75 3.05-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term __..... % 3.01 3.31 3.33 3.72-3.00 3.33-1.87  2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term ee ee, | 3.28 3.53 3.75 3.98-3.28 3.75-1.72 2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term _.---.. “% 3.92 4.25 4.22 4.51-3.90 4.22-1.98  3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade - Ce ELC 4.31 53 i 4.68-4.31 4.44-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade ia ee 5.56 7 5.05 5.60-4.99 5.28-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5 
Industrials—Low Dividend Series 
Zee Grade _. % 4.33 4.33 4.30 4.67-4.07 4.30-3.46 3.92-3.27 (e) (e) (e) (e) 
Medium Grade —.........., % 4.95 4.96 4.92 5.16-4.64 4.92-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
ee NI no 4.59 4.62 4.68 5.00-4.37 4.68-3.78  4.24-3.40(e) (e) (e) (e) 
Medium Grade —__________.... % 5.01 5.04 4.82 5.34-4.76 4.87-4.18  4.65-3.69(e) (e) (e) (e) 
5. Common Stocks 
125 Industrials—Prices (g) —--..... $128.38 134.30 150.74 157.66-128.38 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81(f 
125 Industrials—Div. (g) —-.---.--.....- 5.88 5.86 5.88 5.94-5.86 5.89-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16 (f) 
125 Industrials—Yields —-............ % 4.58 4.36 3.90 4.58-3.75 6.79-3.63 17.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 
(b)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. 


*Revised 


(e)—Low Dividend Preferred Yield Averages 

Jan. 2, 1946. 
(f)—125 Industrials Averages date from Jan. 1, 1929. 
(g)—Dollars per share. 


in this series date 
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The Growth Pattern 0. 


- N J New Jersey in 1957: 
in ew ersey Industry kept right 

on growing, commercial es- 
tablishments kept on expanding, 


ti 
con inues and residential areas continued to 


h show a year of healthy growth. 


strong A vacuum cleaner manufacturer built 
another plant in the same town in which they 


- have been operating. Many small firms merged /” 
» with large nationally known companies. 4 
» Ground was broken for several large indus- £) 
&, trial research laboratories. A large new fp 
“Wy asphalt refinery was built. Plants f/f” 
were constructed for the manu- 
facture of baby products, sur- , 

gical dressings, soup, «Ff 
paper milk bottles and 
electric wire and cable. ) 
Large warehouses for storing } 
steel furniture and motor/ 
™® parts were built. Major , 
cities forged ahead with urban re-£! 
development, and shipping facilities at 
Port Newark and on the Delaware River gi 
were enlarged and improved. c\ 
All in all, it was a dynamic year of growth in @ 
New Jersey, where 50 of the top 73 “Blue Chip” gg? 
companies in America are active. We have every @ 
reason to believe that this growth will continue into A 
1958— plant site inquiries so indicate. i 
. To meet this growth, Public Service con- # 
 tinues to enlarge its facilities. We have ,<@i" 
expended over $500,000,000 in the @, aa 
last five years, and at the pres- g iv 
““{ent time we are constructing # WORLE ARKETS 
three major elec- gadip , A 
‘Wwe tric gener- 
F ating 
sta- 
ae 
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f tee YEAR JUST DEPARTED WAS NOT- 
able for confusion about our atomic 
objectives and methods, and increasing- 
ly insistent calls for clarification coming 
from many quarters in both industry and 
government. 

Among the ranks of designers, manu- 
facturers and constructors serving the 
nuclear business, 1957 will be remem- 
bered as a shake-down year. Many who 
had jumped into the atomic field with 
high hopes found competition for the 
limited amount of business too keen and 
some quietly withdrew. It was clear that 
the road to broad-scale application of 
nuclear energy in civilian life was longer 
and rockier than it looked five or even 
two years ago. 

But a number of recent developments 
and announcements heartened the op- 
timists. In the West 5000 KW generated 
by atomic fission started flowing into 
the Pacific Gas & Electric system on Oct. 
24th, PG&E joined with General Electric 
in the project, which is a prototype for 
the 180,000 kilowatt Dresden station be- 
ing built near Chicago as part of the 
Commonwealth Edison Company sys- 
tem. In the East residents of Pittsburgh 
began to light their homes and cook with 
electric power from the nation’s first 
full-scale nuclear power plant at nearby 
Shippingport. Neither prototype nor ex- 
periment, the Pressurized Water Reactor 
“went critical” — that is, the nuclear 
chain reaction was established on De- 
cember 2nd, fifteenth anniversary of the 
world’s first chain reaction at Chicago. 

As tests and checkouts of the complex 
control system continued, the reactor 
was gradually brought to full initial 
capacity. On December 24 it was deliv- 
ering 60,000 kilowatts net, more than 
any other individual reactor in existence, 
into the Duquesne Light Company sys- 
tem. Duquesne owns the non-nuclear 
portions of the plant and operates it, 
paying the government — which owns 
the reactor — for the steam. The com- 
pany contributed $5,000,000 for re- 
search and development on the reactor, 
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NUCLEAR ENERGY REPORT 


Developments of Investment and Commercial Interest 


CosT BREAKTHROUGH MAy BE NEAR 
’57 Achievements and ’58 Prospects 


VINCENT R. FOWLER 


which is similar in principle to the re- 
actor in the submarine Nautilus. Cost of 
the entire plant was $110,000,000. 

The Shippingport reactor, designed by 
Westinghouse, has a pressure vessel built 
by Combustion Engineering, nine feet 
inside diameter, with walls 814 inches 
thick, of which 1 inch is stainless steel. 


Sixty thousand kilowatts can supply 
the residential needs of a community of 
some 250,000 population. Duquesne 
Light supplies electricity to 450,000 resi- 
dential, industrial and commercial con- 
sumers. The nuclear plant is generally 
expected to produce considerably more 
power as soon as some operating experi- 
ence has been gained. 


Argonne Laboratory Results 


Heartening as the news from Ship- 
pingport was to a Sputnik-shocked na- 
tion, a little-heralded development at 
Argonne National Laboratory outside 
Chicago, which is operated by the Uni- 
versity of Chicago for the Atomic En- 
ergy Commission, held more potential 
significance. 

From Argonne came year-end an- 
nouncement that after ten months of ex- 
perimentation their Experimental Boil- 
ing Water Reactor (EBWR) has pro- 
duced over twice the heat for which it 
was designed — 50,000 kilowatts of heat 
compared with a designed capacity of 
20,000 kilowatts. This was accompanied 
by generation of 6,250 kilowatts of elec- 
trical energy, the maximum possible with 
the presently-installed generating equip- 
ment, whereas the original design antici- 
pated only 5,000 electrical KW; and was 
achieved by simple adjustment, not re- 
construction. 


Argonne scientists and engineers as- 
serted that with added fuel and larger- 
capacity generating equipment they be- 
lieve the EBWR is capable of producing 
100,000 kilowatts of heat and 25,000 
kilowatts of electricity. Such five-fold in- 
crease over designed capacity gives hope 
that the long-awaited “cost break- 
through” on nuclear power may be near. 


Senior Vice President, Bozell & Jacobs, Inc. in charge of Nuclear Energy Division 


Cost of power at Shippingport was ex- 
pected to run 55 to 60 mills per kilowatt 
hour. Spokesmen said that 20-mill pow- 
er was in sight at Argonne. This is hard- 
ly competitive in the Chicago area. 
where power generation costs about 7! 
mills, but it’s nearing an attractive rate 
for some sections of the country. 


New Nuclear Power Plans 
Announced 


During December two proposals for 
new nuclear power plants were filed with 
the Atomic Energy Commission under 
its Power Demonstration Reactor Pro- 
gram. The first is a proposal of the Penn- 
sylvania Power and Light Company and 
Westinghouse Electric for development 
of a large-scale aqueous homogeneous 
type reactor, on which the two compa- 
nies already have done considerable re- 
search and development. 

The proposed plant, with a generating 
capacity of 70,000 to 150,000 kilowatts. 
would operate on the thorium-uranium 
cycle. The proposal calls for AEC to fur- 
nish $7,300,000 for additional research 
and development during 1958-59. A de- 
cision would be made in December. 
1959 before proceeding with construc- 
tion. 

The second proposal is for a high- 
temperature, gas-cooled, heavy water- 
moderated, pressure-tube reactor of 
50,000 electrical kilowatts capacity, to 
be built on the west coast of Florida at 
a total cost of slightly over $50,000,000. 
This proposal was made jointly by two 
combinations of electric utilities, the 
East Central Nuclear Group, composed 
of 14 companies,* and the new two-com- 
pany Florida West Coast Nuclear Group. 


* American Gas and Electric Service 
Corp. (on behalf of Appalachian Elec- 
trie Power Co., Indiana & Michigan 
Electric Co. and Ohio Power Co 
Cleveland Electric Illuminating, 
Columbus and Southern Ohio Electric, 
Dayton Power and Light, Indianapol’s 
Power and Light, Louisville Gas and 
Electric, Ohio Edison and Pennsy'- 


(Continued on next page) 
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The East Central combination will un- 
dertake the research and development 
which, with allied expenses, is estimated 
to cost $24,336,000 half of which would 
be contributed by AEC. Construction of 
the power plant is expected to cost $25,- 
885,000 and will be handled by Florida 
Power Corporation and Tampa Electric 
Company, who will also operate it. 

Although East Central companies will 
pay for research and development (with 
AEC assistance), the plant will be built 
in Florida. The answer lies in simple 
economics: Florida is a high-cost fuel 
area whereas the East Central companies 
are close to coal deposits. The proposed 
design is also interesting. It is intended 
as a prototype for a later, much larger 
plant of 200,000 kilowatts which could 
operate on natural uranium fuel, and 
prototype and successor are both to be 
gas-cooled. 

~The two Florida companies, together 
with Florida Power & Light, had sub- 
mitted an earlier proposal last April 
which was turned down by AEC. Princi- 
pal reasons for the rejection, the Com- 
mission said, were that AEC was expect- 
ed to bear all research and development 
costs without predetermined upper lim- 
it, and the utilities proposed certain con- 
ditions “that would permit the compa- 
nies to forego plant construction and 
operation with little financial loss, al- 
though the Commission would have ex- 
pended considerable sums for the pro- 
ject. 

Natural uranium fuel is readily avail- 
able abroad, unlike enriched uranium 
for which other U. S. reactors are de- 
signed, so the plant could be an answer 
for export to meet the needs of foreign 
countries. The plant could also be an an- 
swer to Congressional demands for a 
gas-cooled reactor. Principal design 
agent is expected to be General Nuclear 
Engineering Corp. for research and de- 
velopment, with American Gas & Elec- 
tric Service as principal design and con- 
struction engineers. 

Licensing and Regulation: Sympto- 
matic of the increasing maturity of the 
atomic business — and also seen as a 
partial answer to Congressional criti- 
cisms — was AEC’s year-end move to 
separate its promotional and regulatory 
functions. Some senior Democrats on the 
Congressional Joint Committee on 
Atomic Energy have urged separation 
on the ground that the two functions are 


— 





vania Power (members of Ohio Edi- 
son System), Southern Indiana Gas & 
“lectric, Monongahela Power, Poto- 
nac Edison and West Penn Power 
‘members of West Penn Electric Sys- 
tem). 


January 1958 


sometimes contradictory. The changes 
abolish the Division of Civilian Applica- 
tion and divide its functions between a 
new Division of Licensing and Regula- 
tion and a new Office of Industrial De- 
velopment. 


Other Late Developments 


In other late-1957 developments: 

—TIn November a sodium-graphite re- 
actor developed by AEC and North 
American Aviation started sending 6,500 
kilowatts of power through the lines of 
Southern California Edison Company. 

—The Atomic Energy Commission 
signed a contract with Northern States 
Power Co. for development, construction 


and operation of a 66,000 kilowatt nu- 
clear power plant of the boiling water 
type, to cost an estimated $28,000,000. 
Northern States and ten other midwest 
utilities have formed a non-profit corpo- 
ration, Central Utilities Atomic Power 
Associates. 

—Yankee Atomic Electric Company 
(a combination of New England utili- 
ties) awarded a major contract for the 
1,800 ton steel sphere which will con- 
tain the nuclear reactor for Yankee’s 
134,000 kilowatt nuclear power plant 
under construction near Rowe, Mass. 
The sphere will be built by Chicago 
Bridge & Iron Co. at estimated cost of 
$1,500,000. Cost of the entire plant, 
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CONDENSED STATEMENT OF CONDITION, DECEMBER 31, 1957 





Cash on Hand and in Banks . 


Loans and Discounts .. . 


ASSETS 


United States Government Securities . 
State, Municipal and Other Securities 
Stock of the Federal Reserve Bank 


-$ 229,323,835.35 
. 345,220,362.51 
° 106,045,571.29 
. 2,700,000.00 
. 786,871,801.88 











Painesville «+ 





COMMERCIAL  °« 





Member: Federal Deposit Insurance Corporation 


GaatiMweminens. ....2.0006- 3,507,362.50 
Other Real Estate os & * @. & 6. @ & & 1.00 
Other Assets... ee ceceeeeee 5,288,288.46 
$1,478,957,222.99 
LIABILITIES 
Capital Stock ....s+e-. $ 20,000,000.00 
RE ss 4 2 es eo & @ 70,000,000.00 
Undivided Profits .... -« 9,290,714.08 
Capital Funds $ 99,290,714.08 
DEPOSITS 
Commercial and Savings $1,320,346,710.05 
Estates and Corporate Trust . 45,616,470.59 
Total Deposits 1,365,963,180.64 
Accrued Taxes, Interest,etc. ....+ ++ +e 11,182,538.34 
Other Liabilities . 2. ccc cri eecevevneee 2,520,789.93 
$1,478,957,222.99 


United States Government Securities carried at $128,979,294.50 are pledged tosecure U.S. Govern- 
ment Deposits and other Public Funds and for other purposes as required or permitted by law. 


Assets are shown NET after deducting Valuation Reserves. 


f Ohio’s Largest Bank . 
welcomes individuals and corporations 
seeking new or additional banking services. 


64 CONVENIENT OFFICES 
Northern Ohio: 

Willoughby « 

Lorain and 

q Everywhere in Greater Cleveland 

SAVINGS -« 


Largest branch banking system between New York and California 
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The lights of San Francisco today — or tonight — carry a new story, of atomic energy 


used to generate electricity as the nuclear-power pilot plant operated by Pacific Gas & 
Electric Co. is “on stream.” 





scheduled for completion in late 1960, 
is estimated at $50,000,000. 

—General Electric announced a new 
device, the “thermionic converter,” 
which converts heat directly into electri- 
city at efficiencies far greater than ever 
achieved before. Present efficiency of 8 
per cent and potential efficiency of 30 
per cent was reported. GE said the de- 
vice may eventually make possible direct 
generation of electricity from nuclear 
processes without conventional turbines 
and generators. 


Nuclear Power on the Seas 


The long discussed nuclear-powered 
merchant vessel is finally under contract 
to be built by New York Shipbuilding 
Co., at estimated cost of $20.9 million, 
due to be delivered in 1960. Designed by 
George G. Sharp, Inc., it will be named 
“Savannah,” (for the first steam-pow- 
ered vessel to cross the Atlantic), will 
carry the designation “N.S.” (nuclear 
ship) and will displace 21,800 tons. 

Babcock & Wilcox Co. will furnish the 
nuclear propulsion system, embodying a 
pressurized water reactor (same type as 
the submarine Nautilus) which will pro- 
duce 20,000 shaft horsepower to give the 
Savannah a cruising speed of 20 knots. 

On December 28 the Defense Depart- 
ment announced that plans for a second 
atomic-powered aircraft carrier have 
been deferred and a Navy request for 
$290,000,000 for fiscal 1959 to start the 
craft has been knocked out. Instead, the 
Navy will build more nuclear-powered 
submarines. The first atomic carrier may 


be launched in 1961. 


Atomic Business Overseas 


U. S. business continued to pursue 
atomic business in foreign countries in 
order to get a foothold in a market that 
could be economically, and even politi- 
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cally, important. Power costs abroad are 
generally higher than in the U. S., main- 
ly reflecting high costs for fuels. Nuclear 
power in other countries — Britain, for 
example — will be economically compe- 
titive with conventional power before it 
is in the U. S. 

During 1957 Westinghouse began 
manufacture of an 11,500 kilowatt 
pressurized water reactor for the Belgian 
government’s Centre d’Etudes pour les 
Applications de Energie Nucleaire and 
a group of industrial firms at Mol. West- 
inghouse also received a letter of in- 
tent for a 134,000 kilowatt pressurized 
water reactor to be constructed near 
Milan, Italy, for the Societa Electronu- 
cleare Italiana. 

Vitro Corporation received a contract 
for architect-engineering and super- 
visory services for a 150,000 kilowatt 
pressurized water reactor to be built in 
southern Italy for the Societa Italiana 
Meridionale Energia Atomica. 

American Machine & Foundry and its 
British associate, Mitchell Engineering 
Ltd., were negotiating at year-end for 
possible sale of a 15,000 kilowatt boiling 
water reactor to the West German utility 
Rheinisch - Westfalisches Electrizitats- 
werk. 

Still awaiting negotiation of bilateral 
government agreements and other provi- 
sions were plans of American & Foreign 
Power to build three 10-12,000 kilowatt 
nuclear power plants for subsidiaries in 
Brazil, Cuba and Mexico, and plans by 
Martin Company to manufacture a 13,- 
000 kilowatt pressurized water reactor 
for the Dominican Republic. Two of the 
three American & Foreign Power re- 
actors would be of the boiling water 
type manufactured by General Electric, 
and one an organic moderated reactor 
manufactured by North American Avia- 
tion. 


The following U. S. companies were 


involved in other foreign projects for 


power, research and/or training re- 


actors, or sales or licensing agreements: 


ACF Industries (Sweden, Nether- 
lands, Italy) 
Aerojet-General Corporation (Bel- 


gium, France) 

Alco Products, Inc. (England) 

American Machine & Foundry (West 
Germany, Netherlands, Japan, 
Greece, Portugal, Canada, Israel, 
England) 

Babcock & Wilcox (Brazil, West Ger- 
many) 

H. K. Ferguson Co. (England) 

Foster Wheeler (Denmark) 

General Dynamics (Canada) 

General Electric (Argentina) 

Kaiser Engineers (Japan) 

North American Aviation (Japan, 
West Germany, Sweden, Italy, Den- 


mark) 
Nuclear Development Corporation 
(Belgium) 


Westinghouse Electric Corp. 
Japan, Belgium) 


(Italy, 


New Nuclear Companies and 

Divisions 

Corporations establishing new divi- 

sions and new companies announcing 
formation of nuclear facilities during 
the year included: 

Allis-Chalmers Mfg. 

American Nuclear Science Corp. 

Booz-Allen Applied Research, Inc. 

Controls for Radiation, Inc. 

G. C. Dewey & Co. 

General Mills 

Gulton Industries, Inc. 

Hagan Chemicals & Controls, Inc. 

Holmes & Narver, Inc. 

Hughes Aircraft Corp. 

Irradiated Products, Inc. (joint ven- 
ture of Armour & Co., Continental 
Can, Food Machinery & Chemical 
and General Foods) 

Kaman Aircraft Corp. 

M&C Nuclear, Inc. (wholly-owned 
subsidiary of Metals & Controls 
Corp.) 

Mallory-Sharon Metals Corp. (jointly- 
owned by P. R. Mallory & Co., Na- 
tional Distillers & Chemical and 
Sharon Steel) 

Metals Research & Development, Inc. 

Nuclear Materials & Equipment Corp. 

Texas Nuclear Corp. 


Atomic Picture for 1958 


The question mark for U. S. atomic 
business in 1958 is what, if anything, 
will be done by the Congress and the 
Administration to clear up the continu- 
ing discord as to official U. S. policy on 
nuclear power development. 

On one hand were persistent critics 
of present Atomic Energy Commission 
policy—which is committed to working 
through private industry and which 
takes the official position that the pave 
of present development is satisfactory — 
such as Sen. Albert Gore of Tennesse. 
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In its year-end Washington report, The 
Journal of Commerce predicted that 
1958 will be the biggest legislative year 
since 1954 for the peaceful atom “be- 
cause the protagonists of nuclear power 
acceleration feel they have their best 
opportunity to put across a federal power 
program since the 1954 Atomic Energy 
Act ended the government’s monopoly.” 

Philip Sporn, president of American 
Gas and Electric, asserted on Dec. 3rd 
that electric utilities don’t see the need 
of any speedup—at least from the na- 
tional, as opposed to the international, 
point of view. Nuclear energy executives 
of big equipment manufacturers — in- 
cluding GE vice president Francis Mc- 
Cune, Westinghouse vice president 
Charles Weaver, and president Lee 
Davenport of Sylvania-Corning Nu- 
clear Corp.—urged that industry “must” 
maintain momentum in the field, even 
if the atom remains an expensive and 
relatively minor power source. Mr. 
Davenport reportedly suggested at a 
closed AEC meeting that there should 
be incentive payments to industry. 

To the Davenport suggestion, Sen. 





Heat from this atomic “furnace,” built by 

Atomics International (North American 

Aviation, Ine.), generates electricity for 
Southern California Edison Co. 


actors . . . I’d like to have quite a few 
people eat their words before we start 
making such payments to private indus- 


try. 


quate” in the race for world-wide atomic 
leadership and asked for a series of in- 
formal meetings of the Joint Committee 
and the Atomic Energy Commission to 
discuss a “reappraisal” of policies and 
“more precise” definition of objectives. 
Chairman Strauss accepted the sugges- 
tion in a conciliatory spirit, asserting 
that “the passage of time and the sub- 
sequent changes in circumstances re- 
quire both periodic review and a con- 
tinual justification of objectives, policies 
and programs.” 

Some of the big questions were out- 
lined in December by the Atomic In- 
dustrial Forum, trade organization for 
the business, as follows: 

—Whether the achievement of eco- 
nomic nuclear power requires the con- 
struction of more large scale plants; 

—Whether the government or pri- 
vate investors should build such plants 
if needed; 

—Whether new plants should be 
government-owned and on government 
installations or made a part of the na- 
tion’s power network; 

——Whether government assistance 
for the building of such plants should 


be to the sponsor, such as a utility, or 
to the manufacturer of the nuclear 
equipment; 

—Whether some of the demonstra- 
tion plants could be built abroad, 
thereby avoiding all of the public vs. 
private power argument. 
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Clinton P. Anderson of New Mexico, a 
member of the Congressional Joint 
\tomic Committee, said: “If the gov- 
ernment is going to put up the money, 
the government should the re- 


In December Ist letter to AEC Chair- 
man Lewis L. Strauss, Joint Committee 
Chairman Carl T. Durham of North 
Carolina insisted that present U. S. 


own policy on atomic power is “not ade- 








AS THEY GROW... 
YOUR INVESTMENTS NEED CONSTANT CARE 


al As a man’s investments grow, it becomes increasingly important 
‘i to him that they receive the proper care and attention. In many 
: — cases the lawyer, noted for his devotion to the business of his 
ed — — / clients, is unable to give adequate time and attention to the 
ols | ee - handling of his own investments. 

Periodic reviews of holdings, advice on the purchase and sale 
of securities, prompt collection of dividends and interest, reports 
of income for taxes and other purposes, safekeeping of securities 
—all are matters which increase in importance as investments 
grow. Many busy, successful lawyers, finding it difficult to pro- 
vide adequate time for these matters, have found The Northern 
Trust Company’s Investment Management Advisory Service to 
be the solution to the problem. The fees for this service are 
modest and tax deductible. 

At The Northern Trust it will take you a minimum amount of 
time to obtain the maximum of assistance in these matters. If 
you feel this type of service may be of assistance to you, we in- 
vite you to call Mr. T. L. McDermand, Vice President, or one 
of his associates in the Trust New Business Division. 
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Northwest Corner LaSalle and Monroe Streets 
Chicago, Illinois ¢ Financial 6-5500 
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MANAGEMENT SPEAKS... 


Abstracts apd quotations from recent talks by the top 
management of companies whose securities are of interest 
for trust fund and other institutional investors. 


O. ROGERS FLYNN, Jr. 


Contributing Editor 





Traditionally, the basic measure for com- 
paring financial results of business opera- 
tions has been “per share earnings.” This 
yardstick is employed for comparisons be- 
tween different companies and for identical 
companies over different periods of time. 
It is a purely formal measure computed by 
dividing the aggregate “earnings applicable 
to common stock” by the number of out- 
standing shares, irrespective of whether prior 
dividend requirements have been paid or 
the amount of ony accumulated dividend 
arrearages. In short, the non-payment of 
preferred stock dividends does not alter 
the “per share” earnings on the common 
stocks as against the payment of such divi- 
dends. 

The implicit assumption that an increase 
in per share earnings connotes an improve- 
ment in a company’s immediate ability to 
pay dividends and hence potentially higher 
cash distributions to common stockholders 
has always been subject to qualifications. 
Dividend paying ability is dependent on the 
amount and nature of a company’s assets 
and is only indirectly related to earnings. 
Various combinations of business transac- 
tions may bring about a reduction in liquid 
assets during a period when substantial 
earnings have been reported. 

These rather elementary facts tends to be 
overlooked in short-cut comparisons based 
on per share earnings. Currently, many com- 
panies that financed recent expansion with 
long term debt are coming into the period 
when contractual debt extinguishment be- 
comes operative. Reductions in assets fer 
this purpose, obviously, affect the determina- 
tion of a prudent level of common stock 
dividend payments. 

Subordinated debentures that were ostensi- 
bly retired by conversion into common 
stock, on the assumption of a continuing 
rise in market prices, may have to be paid 
off progressively by annual sinking fund 
outlays, so that “equity in the form of 
debt” that provided the tax advantage of 
deductible annual interest charges will im- 
pose the full burden of debt extinguish- 
ment by asset reduction. 


The rise in prices brought about by 


higher wage an dother costs has inflated 
profits for some companies that follow the 
orthodox “first-in-first-out” method of charg- 
ing out the value of their sales. The amount 
of “inventory profits” affects the ability 
to make cash payments, as such profits are 
not in distributable form. The cash drain 
of Federal taxes on income, whether ap- 
pearing in the form of inventory profits or 
otherwise, is another complicating factor 
in estimating dividend paying capacity. 

The growing awareness of the present-day 
shortcomings of the conventional “per share 
earnings” yardstick has brought a supple- 
mental measure into general use. The con- 
cept of “cash flow” has been reduced to a 
per share basis by the crude computation 
of allocating the sum of “non-cash” ex- 
penses, principally depreciation accruals 
and the write-offs of abandoned property, 
to the common stock. This calculation in- 
creases the per share earnings after taxes 
by the amount of such book adjustments 
prorated over the number of outstanding 
common shares. It is used to approximate 
the increase in “net current assets per 
share” resulting from operations for the 
period before any current asset reductions, 
for debt extinguishment or for capital addi- 
tions. The use of so-called “cash earnings per 
share,” which is a misnomer by any ac- 
cepted accounting definition of earnings, 
has led to some distorted analyses when this 
figure is related to share prices. Increases 
in current assets flowing from operations 
make a one-sided comparison unless joined 
with the decreases in current assets from 
contractual payments that are called for by 
debt indentures and the maintenance of a 
competitive cost structure by regular capi- 
tal additions. 

There are no simple comparative measures 
of operational results, aggregative, or per 
share, that can be used for any other pur- 
pose than preliminary screening. Higher per 
share earnings are desirable in a broad sense 
for the common stockholder under most 
circumstances but assaying their exact sig- 
nificance in terms of proper market val- 
uation constitutes an important part of the 
art of security analysis. 





ARMCO STEEL CORP. 


By D. E. REICHELDERFER, vice president 

Company specializes in specialty steels 
and processes for making them. Start- 
ing with electrical steel for generators 
and transformers, commercially pure 
ingot iron, Armco started to roll wide 
sheet steel in 1921. Stainless steel was 
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added in 1945 with the acquisition of 
Rustless Iron and Steel of Baltimore. 

In the past 11 years capacity has in- 
creased about 96% on an ingot basis 
and now totals 6.4 million tons while 
the industry’s ingot capacity has in- 
creased 52%. 

The first steel company to establish a 
research laboratory (1910) Armco has 


developed most of the advances in the 
flat rolling of steel and recently has per- 
fected a precipitation hardening stain- 
less steel on which design of many super- 
sonic planes and guided missiles is being 
based. This steel has a strength-weight 
ratio at high temperatures superior to 
commercially available titanium 
aluminum alloys. 

Only 50% of the company’s 25,500 
hourly paid employees are represented 
by the United Steelworkers. Consequent- 
ly, Armco has been able to keep about 
50% of its operations going during na- 
tional steel strikes. 

Detroit Society, Dec. 18. 


CURTISS-WRIGHT CORP. 


and 


By Roy T. Hurtey, chairman and presi- 
dent 

For the nine months ended September 
30, sales of $456 million produced net 
of $29 million compared with $401 mil- 
lion and a $31 million for 1956. Both 
sales and earnings are expected to de- 
cline in 1958 unless there is a large up- 
surge in defense expenditures. 

Since 1951 the company has expanded 
commercial lines into metal processing, 
plastics and ultrasonics so that defense 
work now accounts for less than 35‘ 
of current earnings. Curtiss-Wright jet 
engines now operate within noise limits 
tolerable at present city airports. 
research has under test a new 


Present 
fuel in- 
jection system. Bids have been solicited 
for 40 general purpose nuclear reactors, 
which is more than can be built in the 
next three years. 

Studebaker-Packard, operating under 
a Curtiss-Wright management contract. 
has liquidated a large Packard inventor) 
and secured good preliminary accept- 
ance of 1958 Studebaker models. Mer- 
cedes-Benz is new serviced by 400 parts 
outlets. 

New York Society, Dec. 18. 


EASTERN AIR LINES INC., 


By Captain Eppre RICKENBACKER, chair- 
man 


Pointing out that $2 billion commit- 
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ments have been made by the major 
air lines for jet and piston aircraft based 
upon projections of 1955 earnings, Capt. 
Rickenbacker stated that a 15% increase 
in pasesnger fares will be needed to 
maintain earnings at the rate of return 


reported for 1955. Specifically he ob- 


served: “By now, drastically reduced 
earnings for nine months, the stiffening 
resistance of banks and institutional in- 
vestors to consider air line loans, and 
the discouraging market dive that cost 
the air lines 25 to 75% of the market 
value of their stocks, magnified the faint 





warning ‘beeps’ enough to focus serious 
attention on the very real threat that 
hangs over the air line industry today.” 
During the 19-year period of no in- 
crease in air line fares, fares of Class | 
railroads increased 33.6%. 
New York Society, Nov. 22. 
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BROWN BROTHERS HARRIMAN & Co. 


PRIVATE BANKERS 





NEW YORK BOSTON PHILADELPHIA 


PARTINERS 


Statement of Condition, December 31, 1957 
Davip G. ACKERMAN 
MorEAU D. BROWN 
PRESCOTT S. BUSH 
LouIs CurTIS 
ELBRIDGE T. GERRY 
E. R. HARRIMAN 
STEPHEN Y. Horp 


F. H. KINGSBURY, JR. 
ROBERT A. LOVETT 
JOHN B. MADDEN 
THOMAS MCCANCE 
L. PARKS SHIPLEY 
JOHN C. WEST 
KNIGHT WOOLLEY 


ASSETS 


CASH ON HAND AND DUE FROM BANKS . $ 52,638,941.33 


44,723,127.15 
40,680,249.63 

5,988,318.27 
71,310,428.72 


UNITED STATES GOVERNMENT SECURITIES 
STATE, MUNICIPAL AND OTHER PUBLIC SECURITIES 
OTHER MARKETABLE SECURITIES . 


_—_ LOANS AND DISCOUNTS . 
Limited Partners 





GERRY BROTHERS & Co. CUSTOMERS’ LIABILITY ON ACCEPTANCES. 15,648,424.60 
W. A. HARRIMAN OTHER ASSETS 1,829,910.79 
$232,819,400.49 








Managers 
| LIABILITIES 
EDWARD ABRAMS 
R. H. CHAMBERLIN 
JAMES HALE, JR. 
WILLIAM A. HEss 
FRANK W. HOCH 


WILLIAM C. HorRN 


JOsEPH C. LUCEY 
T. J. MCELRATH 
M. D. MOREHOUSE 
HERBERT MUHLERT 
ARTHUR L. NASH 
ERNEST E. NELSON 
JOSEPH R. KENNY LESTER J. NEWQUIST 
JOHN A. KNOX WILLIAM F. Ray 
GALE WILLARD 


DEPOSITS $196,609,261.16 


19,657,242.53 
407,613.26 
1,500,000.00 


ACCEPTANCES: LESS AMOUNT IN PORTFOLIO 
ACCRUED INTEREST, EXPENSES, ETC. 
RESERVE FOR CONTINGENCIES RS gt bac 
CAPITAL $ 2,000,000.00 


SURPLUS 12,645,283.54 


14,645,283.54 
$232,819,400.49 











Assistant Managers ¥ , se ; , : 
As Required by Law $600,000 U. S. Government Securities are Pledged to Secure Public Deposits. 
J. EUGENE BANKS 
JOHN M. CASE 
RUSSELL J. EDDY 
G. F. S. ELDER 
A. R. FLANNERY 
J. C. HANSON, JR. 
JAMES A. HARPER C. F. VON GLAHN 
R. A. HOOVER R. M. WHITAKER | 
GAYLORD B. WILSON | 


DavIiD S. LIGON 
G. B. LLEWELLYN 
A. K. PADDOCK 
C..L. Rircrig, jr: 
L. W. SIMONDS 
M. VAN HENGEL 


Complete Banking Facilities 


COMMERCIAL LOANS AND DISCOUNTS 
DEPOSIT ACCOUNTS *« FOREIGN EXCHANGE 
COMMERCIAL LETTERS OF CREDIT AND ACCEPTANCES 
CUSTODY OF SECURITIES 
. 

Investment Advisory Service 


a ws Brokers for Purchase and Sale of Securities 
GERARD ROSLER, Comptroller : 


HERBERT GRAY. Axditor MEMBERS OF PRINCIPAL STOCK EXCHANGES 


Licensed as Private Bankers and subject to examination and regulation by the Superintendent. of Banks of the State of New York and by the Department of 
Banking of the Commonwealth of Pennsylvania. Subject to supervision and examination by the Commissioner of Banks of the Commonwealth of Massachusetts. 





Inquiries are invited from Trust Officers with regard to our 
Investment Advisory and Brokerage facilities. 
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THE HARSHAW CHEMICAL CO. 


By Georce C. WHITAKER, assistant to 
the president 


Rising costs of labor and raw ma- 
lerials have caused earnings to lag be- 
hind increasing sales. Sales rose from 
$36 million in 1948 to $66 million in 
1957, an increase of 83% while profits 
grew from $1.37 million to $2.41 mil- 
lion, an increase of 76% ; an increase of 
sales in 1957 of $1.7 million only raised 
per share earnings from $2.50 to $2.51. 


With increasing expenditures for re- 


search and product diversification, Har- 
shaw has changed over the years from a 
merchandising to an integrated manufac- 
turing operation, with over 75% of cur- 
rent sales representitng its own products. 
10% of all employees, almost 200 
scientists and technicians, are engaged 
in research and development with an 
annual budget of about 2.9% of sales. 
New York Society, Dec. 10. 


INTERNATIONAL MINERALS AND 
CHEMICAL CORP. 


By Louis WarE, president; Tom WarE, 
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Never too far 


Even if you live a long way from Philadelphia, you’re 
never too far to take advantage of Fidelity’s trust and 
estate services. Over 90 years’ successful experience has 
made Fidelity one of the country’s largest trust companies. 
Funds exceed a billion dollars—and clients include both 
institutions and individuals. If you plan to set up a trust or 
if you have an‘estate to be administered, call on Fidelity. 


FIDELITY-PHILADELPHIA TRUST COMPANY 


Broad & Walnut Sts., Philadelphia 9, Pa. 


Member Federal Deposit Insurance Corporation 
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administrative vice president; and A. 
R. CAHILL, financial vice president 


Each of the company’s six divisions 
had annual sales in excess of $12 mil- 
lion, each is profitable, and aggregate 
sales of $100 million go $69 million into 
agricultural markets and $31 million 
serve industrial and consumer needs. 

With per share earnings of $2.81, 01 
67 cents a share above 1956, sales and 
earnings are beginning to reflect the 
company’s expansion program. Over $55 
million of property, plant, and equip- 
ment has been added in the past ten 
years. Sales, fixed assets and total assets 
have doubled while current assets and 
working capital have almost trebled. 


San Francisco Society, Dec. 10. 


READING CO. 


By Joseru A. FISHER, president. 


On a per share basis, earnings for 
1957 should reach $5.60 compared with 
$6.65 reported for 1956. There has been 
a change in accounting practice in the 
current year with $1.7 million charged 
to operations for uncollectable advances 
to Pennsylvania-Reading Seashore 
Lines; in former years these advances 
were charged to Reading’s surplus. 

Traffic estimates for 1958 indicate 
about the same volume as 1957 when 
freight haulage totaled 7 billion ton- 
miles and passenger services were 237.5 
passenger-miles. Estimates of earnings 
from this traffic volume must await 
action by the I.C.C. on applications for 
rate increases. Higher wage and operat- 
ing costs are indicated. 

New York Society, Dec. 13. 


A A 
MEMOS 


(Continued from page 53) 


too far. To maintain the pace, additional 
fuel must be furnished by the Federal 
Reserve and until such is forthcoming 
the market may be irregular. Recent 
sales of Treasury Bills are at levels low- 
er than the discount rate which indicates 
that there may be an adjustment in 
yields in the shorter end of the Treasury 
market. 

In all markets the rise has been as 
steep as the writer has seen for many 
years and further extension might result 
in considerable investor resistance. One 
thing seems certain, namely, the supply 
over the early part of 1958 could be 
kingsized and it would require an ex 
tremely strong bond market to absorb 
the weight of new offerings. 

Joun P. GouURVILLE 
PAINE, WEBBER, JACKSON 
& CURTIS 


Trusts AND EstaTES 
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PENSION and PROFIT SHARING DIGEST 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statisics, Yale University 


IS YOUR PENSION PLAN ACTUARIALLY SOUND? 


HAT DOES AN EMPLOYER MEAN 
when he says he has a “sound pen- 


sion plan” for his employees? And does 
he qualify this phrase when he prefixes 
the adverb “actuarially”? 

It would seem to us that a pension 
plan is an implied promise to pay life- 
time pensions to all existing — and pos- 
sibly future, though this is more doubt- 
ful — employees from the time of their 
retirement. Any plan that makes this 
promise appear reasonably likely to be 
fulfilled is a “sound” plan. If there are 
circumstances that appear to jeopardize 
the fulfilment of the promise the plan’s 
soundness is likewise in danger. How- 
ever, since some — but only some — of 
these circumstances are strictly financial, 
in the sense of the employer’s ability to 
pay future emerging costs, it may be 
argued that a pension plan under which 
a competent actuary has made forecasts 
of acceptable future emergings is “ac- 
tuarially sound.” 

Some examples will make this view 
clear. The Social Security Act envisages 
aggregate employer-employee contribu- 
tion rates of 514% in 1960-64, 644% in 
1965-69, 714% in 1970-74 and 814% in 
1975 and thereafter. This is because the 
social security actuary has calculated 
that these amounts are required to meet 
the emerging future pension outgo. If 
upward or downward changes need to 
be made they are likely to be relatively 
small. Since no one doubts that present 
employees will receive their social se- 
curity benefits when the time comes this 
nationwide pension plan is essentially 
“sound”, and since the overall cost has 
been reviewed actuarially and found not 
beyond the reasonable capacity of em- 
ployers and employees, it can be called 
“actuarially sound.” This is not to say 
that circumstances could not arise which 
would destroy the value of the plan (e.g., 
inflation without appropriate change in 
the benefits). But, in general, one must 
admit that social security — though a 
pay-as-you-go plan — is as sound as any 
other pension plan in existence. 
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As a second example we take the case 
of a private pension plan known to us. 
There are about 3,000 employees on the 
payroll and some $30 million is avail- 
able in a trust fund to meet the future 
pension payments to these individuals. 
It has been computed by an independent 
actuary that the trust fund, suitably in- 
vested, will suffice to pay the eventual 
pensions of all the existing employees 
throughout their lifetimes. We believe 
that the employer can reasonably claim 
that his plan is “actuarially sound.” 

Now let us review a plan that is in a 
less strong financial position. Shortly 
after it was formed a small industrial 
company established a pension plan that, 
its actuary said, would require an an- 
nual contribution of 5% of payroll in 
perpetuity. Since the company antici- 
pated profits (before taxes) of about 
one-third of its payroll its pension plan 
could be considered as a perpetual drain 
of 15% on these profits. The company 
accepted this charge and the plan has 
been in existence for 10 years. Here 
again we think that the plan can be re- 
garded as “actuarially sound.” 

But suppose the company, which is 
still young, suffered what everyone con- 
nected with it regarded as a temporary 
set back. Could it skip a few of its pen- 
sion contributions and still have a sound 
plan? The answer is surely, Yes, pro- 
vided management has every intention 
of making up the deficit when good 
times return. 

It is this last situation that exemplifies 
the more typical case. Most companies 
start a pension plan when they have been 
in business for a good many years. Their 
actuaries may advise them that the cost 
of the plan, on the most realistic basis 
the actuary can produce, is 5% of pay- 
roll indefinitely plus a deficit in the new- 
ly created fund of (let us say) one whole 
year’s payroll. If the employer considers 
that an annual contribution of 5% of 
his future payroll plus 5% of his exist- 
ing payroll is well within his likely capa- 
city to pay he is in essentially the same 


position as the management mentioned 
in the preceding paragraph. For his 
long-term liability has been assessed and 
he has every intention of meeting it. His 
plan is thus “actuarially sound.” 

But what of the employer who decides 
that the initial deficit of one year’s pay- 
roll (say) is prior management’s fault 
so that he will only pay 3% interest on 
it (instead of amortizing it in 30 years 
by paying 5% of it annually). His plan 
may be considered “sound” but the sit- 
uation on plan termination — if this 
ever occurs — will be different. In both 
cases employees actually on pension at 
the time of termination will probably be 
paid off in full but those in service (some 
perhaps nearing retirement) will ob- 
viously participate in a smaller fund if 
the employer has done nothing to amor- 
tize the initial deficit. 

Finally, what about the insured plan? 
If the employer has an “individual pol- 
icy” or a “group annuity” (excluding 
Deposit Administration) plan no actuar- 
ial forecasts are made to see whether the 
employer isn’t actually establishing a 
more expensive plan than he can really 
afford. This is illustrated by a simple ex- 
ample. As already mentioned a certain 
well-established company was informed 
by an independent actuary that the cost 
of a given schedule of pension benefits 
would be 5% of future payroll (in per- 
petlity) plus 5% of the existing payroll 
(for 30 years). This company decided 
to obtain a “competitive bid” and asked 
for a premium quotation for essentially 
the same pension plan under group an- 
nuity financing. The resulting first year’s 
total premium amounted to 5% of pay- 
roll (including “past service” amortiza- 
tion) and the employer was told he could 
expect future dividends to reduce the 
effective cost of the pensions thus pur- 
chased. 

The reason for the large “reduction” 
in costs — and this is a real case — is 
that the insurance company had made 
no estimate of future annual costs under 
the plan and these were almost certain 
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to increase to well beyond 10% of pay- 
roll. Now it could well have happened 
that the employer was prepared to adopt 
the 5% “insured” plan but would have 
had to terminate it eventually because a 
10% program was beyond his means. 
Thus although the insurance company’s 
premiums were calculated by competent 
actuaries the plan was hardly “actuar- 
ially sound” in the sense that the em- 
ployer knew its future costs and found 
them reasonable. 

To summarize this short review of 
“actuarial soundness” we may say that it 
is like beauty — to be found in the eye 
of the beholder. Any plan is “sound” if 
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there is every reason to believe that pen- 
sions will be paid when due. If an ac- 
tuary has made careful estimates of the 
“permanent” cost of the plan to the em- 
ployer (which is seldom the case for in- 
sured plans) and this is regarded as well 
within the power of the employer to pay, 
then the adjective “actuarially” makes 
sense. 

It must be emphasized that the view- 
point here adumbrated would not be ac- 
cepted generally. Advocates of the stand- 
ard types of insured plans would find it 
intolerable to be told that few of them 
were “actuarially sound.” Thus _ the 
phrase is bound to have many shades of 
meaning and will, no doubt, be used 
emotively whatever we say about it. 


A Book on the Subject 


Anyone interested in the various 
shades of meaning that can be attached 
to the phrase “actuarially sound” may 
be referred to a whole book on the sub- 
ject.* This is sponsored by the Pension 
Research Council of the Wharton School 
of Finance and Commerce and is written 
(so the Foreword tells us) by “a distin- 
guished actuary . . . one of the truly 
outstanding scholars in his field.” But 
the book is not intended for actuaries 
except incidentally. The Council’s pro- 
jects are intended to be “interpretative 
rather than technical” and presumably 
the author’s liberal use of slang expres- 
sions and the adoption of a prolix and 
repetitive style are intended to mark his 
recognition of this fact. 

The book contains ten chapters of 
which four (Chapters III-VI) constitute 
a general course in financing pension 
plans with a weather eye cocked for the 
possibilities of plan termination since 
this is where “unsoundness” is most like- 
ly to be revealed. 

Chapter I reviews the “actuarial back- 
ground of pension plans” and indicates 
that “actuarial soundness means differ- 
ent things to different people.” This is 
illustrated in the second chapter where 
actuaries’, accountants’, lawyers’, labor’s, 
etc. viewpoints are reviewed. Chapter 
VII is concerned with the non-quantita- 
tive aspects of soundness such as the 
employer's right to amend, the quality of 
the assets and so on. The next chapter 
tells of various governmental attempts 
to legislate actuarial soundness. 

Chapter IX describes some of the fed- 
eral, state and municipal plans from the 
point of view of soundness. In the last 
chapter the author provides a summary 
of his conclusions. We need hardly men- 


*BRONSON, D. C. 


Concepts of Actuarial 
Soundness in Pension Plans. [Pp. xix + 183. 
R. D. Irwin, Homewood, Ill. $5.00.] 


tion that the views we outlined earlier 
are quite opposed to some of the ideas 
expounded in this book. 


The book contains much valuable ma- 
terial. But in reading it we had the im- 
pression that Mr. Bronson was more in- 
terested in recording divergent views 
than in providing an authoritative basis 
for deciding whether the phrase “actuar- 
ially sound” should be thrown on the 
scrap heap or should be polished up and 
given a precise connotation. This book 
could have been the authoritative source 
of a workable definition: but, in fact, it 
is only a vade-mecum of the numerous 
meanings that have been, and could be. 
proposed. 


BAA 


“Positive Experiences in 
Retirement” 


Case studies of successful and unsuc- 
cessful retirement are compiled in a 54- 
page brochure prepared by Professor 
Pollak of the Wharton School of Finance 
and Commerce for the School’s Pension 
Research Council. He uses these to 
demonstrate that successful retirement 
derivesderives from four ingredients: 
meaningfulness to the individual of his 
retirement conduct; social recognition of 
his new status; adequacy of capacities 
to meet the program he has set himself; 
and a harmonious relationship with the 
spouse. 


All of these factors were found in 
every one of the successful cases, and 
at least one was missing in each of the 
unsuccessful cases. 

Suggestions are offered for applying 
these conclusions to reitrement counse.- 
ing. While the pamphlet (published by 
Richard D. Irwin, Inc., Homewood, II1.; 
$1.50) is directed toward professional 
counselors, it is valuable to any one 
who advises others regarding their re- 
tirement period, and it can be very help- 
ful in planning one’s own retirement. 


A A A 


BANK STARTS DUAL EMPLOYEE 
BENEFIT FUND 


A new fund for the collective invest- 
ment of qualified pension and _ profit- 
sharing trusts has been established by 
La Salle National Bank, Chicago. Known 
as the Qualified Dual Fund, it consists of 
two separate investment funds, one for 
fixed income investments, and one for 
equities. Each participating trust can 
meet its own requirements as to the pro- 
portions to go into equity and fixed in- 
come investments. 

The Dual Fund is qualified under the 
Internal Revenue Code as tax exempt, 
and is open to all similarly qualified em- 
ployee benefit plans. 


A a4 4 


TRUSTS AND ESTATES 





ai OD EER eats i TEEN AS 





an 


PI 
an 

X¢ 
m¢ 
fo. 
tr 
pa 


in 
pr 
an 


joi 





Wi. 


st- 
fit- 

by 
wn 

of 
for 
for 
“an 
Tro- 


in- 
the 


ipt, 
pm- 


TES 


<i a ies 


rere 


OER 








TRUST PERSONNEL CHANGES 


ALABAMA 


BIRMINGHAM —Promotions at First NATIONAL BANK OF 
BIRMINGHAM were: J. B. NeSmith and James L. Moulder, 
Jr., to trust officers; and election of G. B. Hollingsworth, 
Jr., Harold F. Miller, Jr. and Eugene W. Brabston as asst. 
trust officers. NeSmith joined First National in 1927 and 
is a graduate of Norman Junior College. Moulder holds two 
degrees from U. of Alabama and has been with the bank 
since 1934. 


DEMOPOLIS—Thomas A. Scott, Jr., named vice president 
and trust officer of ROBERTSON BANKING Co. 


ARIZONA 

PHOENIX—Robert F. Dewey advanced to vice president 
and senior trust officer of First NATIONAL BANK OF ARIZONA; 
Ross W. Morgan, tax officer in the trust department, pro- 
moted to assistant cashier. Dewey joined the bank in 1950 
following 11 years of law practice in Chicago, and was named 
trust officer in 1951 and senior trust officer in 1954. He is 
past president of the Corporate Fiduciaries Association of 
Arizona and a former director of Estate Planning Council 
in Arizona. Morgan practiced law in Washington, D. C. 
prior to joining Valley National Bank in Phoenix for 3 years 
and as supervisor of taxes with Arizona Public Service Co., 
joining First National in 1956. 






* 
K. C. PRANGE 
Los Angeles 


WILLIAM RUSSELL 
Los Angeles 


CALIFORNIA 


LOS ANGELES—Trust department promotions at CALI- 
FORNIA BANK were as follows: named asst. vice presidents: 
R. G. Barngrover, E, Peter Duval, J. H. Godar, K. C. Prange 
and William Russell; R. J. Garnaus elected asst. trust 
officer; and Mathew G. Di Matteo and Anna R. Williams, 





Bo 
R. G. BARNGROVER 
Los Angeles 


E. PETER DUVAL 
Los Angeles 


JoHN H. GODAR 
Los Angeles 


asst. secretaries. Barngrover is assigned to the private trust 
division, and is a graduate of U. of Colorado Law School. 
Duval is in the pension and profit sharing division, and is 
a graduate of U. of British Columbia. Godar was formerly 
with Northern Trust Co. as head of the corporate trust 
section, and attended DePaul U. Prange was with Continental 
Illinois National Bank in Chicago for 23 years before joining 
the Bank in 1950. Russell is assigned to the income tax 
division, Garnaus previously had been associated with Bishop 
Trust Co., Honolulu, as a new business representative. 
Di Matteo is asisgned to the securities division, and Mrs. 
Williams to the trust insurance division. 
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O. B. JAMES, Jr. 
San Diego 


W. H. TAGGART 
San Diego 


ALFRED H. HOWELL 
New York City 
SAN DIEGO—At SAn DiEco Trust & SAVINGS BANK Oliver 
B. James, Jr., advanced to vice president and trust officer 
and William H. Taggart elected asst. vice president in 
charge of business development. James was formerly with 
John Foster Dulles’ New York law firm of Sullivan & 
Cromwell, where he specialized in trust administration and 
estate planning. He is a graduate of Yale and Columbia U. 
Law School. Taggart, who will handle all public relations, 
publicity and advertising, was formerly sales manager for 
Cordtz Outdoor Advertising Co. E. D. Clapp, vice president 
and senior trust officer, and M. G. Richardson, asst. trust 
officer, were honored at a farewell party on their retirement 
after 30 years of service. 
SAN FRANCISCO—Gordon R. Yeadon, asst. trust officer, 
transferred from Seattle office to the head office of BANK 
OF CALIFORNIA. He is past-president of the Investment Club 
of Seattle. 

CONNECTICUT 
BRIDGEPORT—Stanley J. Lonsdale has resigned as trust 
representative of CONNECTICUT NATIONAL BANK and joined 
John Kellam Associates, financial planning firm. 


GREEN WICH—Michael F. Eagan promoted to trust officer, 
Kenneth W. Barter to asst. officer, at PUTNAM TRUST Co. 





DISTRICT OF COLUMBIA 
WASHINGTON—George H. Bollwinkel elected asst. trust 
officer at MUNSEY TRUST Co. He is a graduate of Pace Col- 
lege, and a certified public accountant. 


FLORIDA 
JACKSONVILLE—William G. Dickie elected trust officer 
of ATLANTIC NATIONAL BANK, having been previously with a 
Pittsburgh law firm. 


ILLINOIS 


CHICAGO—Luth C. Dilatush of the trust investment depart- 
ment of AMERICAN NATIONAL BANK & TrRusT Co. promoted 
to vice president; John N. Stern of personal trust appointed 
asst. vice president; William B. Callahan from asst. trust 
officer to tax counsel; and William L. Papke appointed asst. 
trust officer in personal trust. 


CHICAGO—Robert R. Blackburn appointed vice president, 
trust department, Harris Trust & SAvINGs BANK; Charles 
S. Connell and John A. Kuhn, new asst. vice presidents in 
that department; and Arthur T. Wellman, assistant secre- 





Joun A. KUHN 
Chicago 


R. B. BLACKBURN 
Chicago 


CuaAs. S. CONNELL 
Chicago 





tary, transferred to trust department operations. Paul N. 
Mitchell, asst. vice president, retired after nearly 38 years 
with the bank’s trust department. 


INDIANA 


INDIANAPOLIS—Laverne J. Bowden and Robert E. Ful- 
wider promoted to trust officers and John J. Carter to asst. 
trust officer, at INDIANA NATIONAL BANK. Bowden attended 





Promoted at Indiana National Bank (1. to r.): Laverne J. 
Bowden, Robert E. Fulwider, John J. Carter. 


Indiana U. specializing in accounting and tax work. Fulwider 
is a graduate of Ohio State and holds law degrees from 
Indiana and Purdue. Carter, a graduate of Indiana U., com- 
pleted a two year fellowship in the American Institute for 
Economic Research, and is in the investment division of 
the trust department. 


MASSACHUSETTS 


BOSTON—At Boston SAFE Deposit & Trust Co., W. Alfred 
Rivenburg appointed trust accounting officer; Herman L. 
Allen, Frank W. Cappers, Jr., and Catherine G. Curry, 
asst. trust officers. 

BOSTON—Frederick W. Swasey and Gordon H. Sellon 
named asst. trust officers at NATIONAL SHAWMUT BANK. 
BOSTON—Norman C. Hoffman, trust officer, appointed asst. 
vice president; Ralph H. Marks, Jr., made trust officer, NEw 
ENGLAND TRUST Co. 


WORCESTER—John F. O’Keefe elected assistant treasurer 
in the trust department, WORCESTER COUNTY TRUST Co., main 
office; and in Fitchburg, James C. Andrew advanced from 
trust officer to asst. vice president; Harold Johnstone named 
asst. trust officer in addition to assistant treasurer. 


MICHIGAN 


DETROIT—Stuart S. Dingle advanced to trust officer at 
MANUFACTURERS NATIONAL BANK. 

GRAND RAPIDS—At MICHIGAN NATIONAL BANK, Lee W. 
Finch and Amos F. Paley appointed vice presidents and 
trust officers; Francis W. Fincher, Alfred W. Hewitt, Edwin 
F. Luther, James R. Terpstra and John H. Uhl, trust 
officers. At Battle Creek, George F. Aldrich named trust 
officer. 


MINNESOTA 


MINNEAPOLIS—Jon H. Bjornson named director of adver- 
tising, NORTHWESTERN NATIONAL BANK, in charge of adver- 
tising and public relations. He is a 1941 graduate of U. of 
Minnesota School of Journalism. 


NEW JERSEY 
MORRISTOWN—George F. Melick retired as vice presi- 
dent and trust officer of MoRRISTOWN TRUST Co. Joining the 
bank in 1914 as secretary to the executive officer of the 
trust department, he has been its head since 1942. William 
E. Abel, who came to Morristown Trust last September, suc- 
ceeds Melick with the same title. 


NEWARK—FIE.LItTy UNION Trust Co. advanced Jesse H. 
Saul from second vice president to trust officer, and Albert 
B. Meserlin, Jr., to asst. trust officer. 
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NEWARK—Rembrandt P. Lane appointed a vice president 
in the trust department of NATIONAL NEWARK & ESSEX 
BANKING Co. John G. Smith and William H. Osborne ap- 
pointed asst. trust officers, in the main and Montclair offices, 
respectively. 


PASSAIC—PAssaIc-CLIFTON NATIONAL BANK & TRUST Co. 
(See Binghamton, N. Y.) 


PLAINFIELD—Gordon Trowbridge promoted to trust officer 
at PLAINFIELD TRUST Co., and Duncan M. Lasher, Jr. and 
John H. Burnham named asst. trust officers. 


NEW YORK 
BINGHAMTON—George S. Fichtel, formerly trust officer 
of Passaic-Clifton National Bank & Trust Co., Passaic, N. J., 
appointed vice president and trust officer of MARINE MIp- 
LAND TruUST Co. OF SOUTHERN NEW YORK. 


BUFFALO—Donald J. Roll elected assistant secretary in the 
corporate trust department of MANUFACTURERS & TRADERS 
TRUST Co. 


NEW YORK—Albert C. Simmonds, Jr., president since 1948, 
elected chairman of the board of THE BANK OF NEW YORK, 
succeeding John C. Traphagen, and continues as chief ex- 
excutive officer. Donald M. Elliman succeeds him as presi- 
dent; John I. Downey retired as vice chairman. A graduate 
of Choate Schcol, Elliman attended Yale U. and joined the 
Corn Exchange Bank in 1933, transferring to Bank of New 
York in 1956 as vice president. 





FRANCIS G. Ross 
New York 


A. C. SIMMONDS, Jr. 
New York 


D. M. ELLIMAN 
New York 


NEW YORK:—Francis G. Ross appointed executive vice 
president and continues in charge of the trust department, 
CHASE MANHATTAN BANK. Ross has been with the bank 
since 1927. 


NEW YORK—Joseph F. Emmerick elected personal trust 
officer; Charles A. Rosebrock, pension trust officer; Emil J. 
Horn, trust officer; and Theodore C. Bothmann, asst. trust 
officer of CHEMICAL CORN EXCHANGE BANK. 


NEW YORK—Alfred H. Howell appointed vice president in 
the investment depar.ment of pension trust division, CITY 
BANK FARMERS TRUST Co. Harold C. Michael, Edward C. 
Silberbauer and Robert T. Luginbuhl advanced to asst. vice 
presidents, and Frank X. Healey to asst. trust officer. 


NEW YORK—Arthur S. Kleeman has relinquished the presi- 
dency of CoLoni‘L TrusT Co. but continues as chairman. 
William C. MacMillen, Jr., heretofore vice chairman, named 
president. 


NEW YORK—George F. Gorman and James R. Wilson 





GEORGE F. GORMAN 
New York 


JAs. R. WILSON 
New York 


F. J. MILLETT 
New York 
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elected vice presidents of EMPIRE TRUST Co., Gorman in 
charge of personal trust division, and Wilson in charge of 
corporate trusts. 


NEW YORK—At HANover BANK, Frederick J. Millett 
elected vice president in charge of personal trust security 
analysis; named asst. vice presidents: Milton Bogin (will 
review and estate analysis); A. A. Macdonald, Jr. (cor- 
porate trust); William R. Morris (personal trust orders) ; 
and Alvord D. F. Stearns (security analysis); assistant 
secretaries: Charles B. Grimes, Jr. (personal trust ad- 
ministration) ; John G. Nicholson, Fred L. Rush and James 
A. Turley, Jr. (will review and estate analysis) ; and Mario 
P. Regna named asst. treasurer (trust administration). 


NEW YORK—John R. McGinley, vice president in charge of 
the trust department, MARINE MIDLAND TRUST Co., advanced 
to administrative vice president; and Joseph H. Scarlett 
adavnced to asst. vice president from assistant secretary 
(trust). 

NEW YORK—Robert H. Gaunt, Jr., appointed corporate 
trust officer at J. P. MorGAN & Co., INC. 


NEW YORK—Joseph J. Granahan advanced to asst. vice 
president and trust officer of SCHRODER TRUST Co. 


SCARSDALE—John J. Link, Jr., appointed vice president 
and trust officer, SCARSDALE NATIONAL BANK & TRUST Co.; 
H. B. Schindler, cashier and asst. trust officer. 


SYRACUSE—Promotion of George W. Gehm to vice presi- 
dent announced by First Trust & DEPOSIT Co., where he 
has specialized as trust investment officer since 1934. 


NORTH CAROLINA 


ASHEVILLE—William J. Reese, Jr., named asst. trust offi- 
cer of First NATIONAL BANK & Trust Co. A graduate of 
U. of North Carolina with a B.S. Degree in accounting, 
Reese was formerly Inheritance Tax Examiner with the 
North Carolina Department of Revenue. 


WINSTON-SALEM—Miller A. Nifong, supervisor in the 


trust real estate division, elected asst. trust officer at 
WACHOVIA BANK & TRUST Co. 





OHIO 


CLEVELAND—D. T. Nelson, associated with the Trust 
Department of CENTRAL NATIONAL BANK since 1953, elected 
a trust officer. Nelson holds degrees of A.B. and LL.B. from 
Western Reserve U., is engaged in estate analysis and trust 
development with the trust department, and is a member 
of Cleveland Association of Estate Analysts and the Life 
Insurance Trust Council of Cleveland. 


MANSFIELD—J. W. Stearns advanced to asst. vice presi- 
dent and trust officer of RICHLAND Trust Co.; Mrs. J. 
Glenn Irey to asst. secretary and director of public relations 
and advertising. 

MIDDLETOWN—Dwight J. Townsend resigned as associate 
director of American Bankers Association’s News Bureau to 
become asst. vice president of OGELSBY-BARNITZ BANK & 


Trust Co., in the advertising and public relations depart- 
ment, 


OKLAHOMA 


OKLAHOMA CITY—Howard J. Bozarth, executive vice 
president and trust officer, elected president of CiTy Na- 
TIONAL BANK & TRusT Co. to succeed the late Daniel W. 
Hogan, Jr. 


TULSA—First NATIONAL BANK & TrRuUsT Co. promoted 
James E. Bishop to trust officer, and David L. Hood to asst. 
truss officer. A graduate of U. of Oklahoma law school in 
1953, Bishop formerly was with Peat, Marwick, Mitchell & 
Co., certified public accountants, and has been with the bank 
Since 1954. Hood joined the bank in 1955 after leaving 
Oklahoma Tax Commission. 
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PENNSYLVANIA 


BRYN MAWR—Harold F. Bermel elected asst. trust officer 
at BRYN MAwre Trust Co. 


GROVE CITY—J. S. Armstrong, executive vice president 
and trust officer, GRovE CiTy NATIONAL BANK, elected presi- 
dent succeeding the late John McCune, Jr. 


PHILADELPHIA—Joseph C. Ferguson and William H. G. 
Warner named trust officers at FIDELITY-PHILADELPHIA TRUST 
Co., Leroy A. Cade, asst. trust officer; Howard K. Schwab, 
trust operations officer; Philip M. Smithers and Charles L. 
Weiss, asst. trust officers; and Herbert F. Williams made 
investment officer. 


PHILADELPHIA—William L. Rhoads, 3rd, elevated to asst. 
trust officer at PHILADELPHIA NATIONAL BANK. 


PITTSBURGH—Burton S. Holmes and Leo P. Larkin elected 
asst. vice presidents in the trust division of PEOPLES FIRST 
NATIONAL BANK & Trust Co.; Knox Brown, James Patton 
and Asa Smith promoted to trust officers; Edward Soroka, 
investment officer, and Thomas N. Bucar, Lee W. Hummel 
and Ray Lochner to asst. trust officers. Holmes started with 
Peoples First National in 1948 in the estate planning de- 
partment, while Larkin entered banking in 1918 as a messen- 
ger with Pittsburgh Savings & Trust Co., predecessor bank. 


SOUTH CAROLINA 


GREEN VILLE—Guerry Snowden promoted to vice president 
and trust officer of SOUTH CAROLINA NATIONAL BANK. With 
the trust department four years, he was previously with 
Georgia Bank & Trust Co. 


TEXAS 

DALLAS—Advanced to asst. vice presidents and trust offi- 
cers at MERCANTILE NATIONAL BANK were Ben J. Kerr, 
Jr. and Thad Barrington. 

HOUSTON—J. S. Whitworth retired as vice president and 
trust officer of BANK OF THE SOUTHWEST N.A., where he had 
been in charge of administration of trusts, estates and agency 
accounts, and prior thereto in trust work with predecessor 
banks. Appointed trust officers were John L. Carson, Jr. 
and Martain Mathis, and E. Deane Kanaly nemed asst. 
trust officer. Carson worked with Bankers Trust Co., New 
York, before joining the Houston bank 20 years ago. Mathis, 
a graduate of Texas A & M., has been with the bank since 
1947. Kanaly holds two degrees from U. of Oklahoma, and 
came to the bank in 1955. 


VIRGINIA 


RICHMOND—BANK OF VIRGINIA promoted John T. Mc- 
Grann to trust officer. 


RICHMOND—W. Earle Murphy, III, named asst. trust 
officer at VIRGINIA TRUST Co. 


WISCONSIN 


MILWAUKEE—John C. Geilfuss, senior vice president of 
MARINE NATIONAL EXCHANGE BANK, elected a director. Geil- 
fuss joined the bank in 1948 as asst. vice president and 
trust officer. 





D. T. NELSON J. L. CARSON, JR. 


MARTIN MATHIS 
Cleveland Houston Houston 
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EMPLOYMENT EXCHANGE 








Individuals seeking positions in trust 
departments may have free listing 
herein (maximum six lines). Re- 
spondents should address _ corre- 
spondence to Code number shown, 
care of “Trusts and Estates,” 50 E. 
42nd St., New York 17, for forward- 
ing to applicant. 


Attorney, age 34, 10 years probate and 
real estate experience. Presently as- 
sistant trust officer in 20 million bank. 
Desires Florida bank affiliation. 81-1 


Experienced trustman, age 57, legal 
background, thoroughly competent in all 
phases of trust and banking functions. 
81-3 

Attorney, age 30, six years trust ex- 
perience with extensive probate and trust 
administration background in a large 
Mid-West Trust Department, seeks posi- 
tion as trust officer in a bank offering 
opportunity. 81-4 

C.P.A., executive assistant to leading 
businessman. Experienced in trusts, es- 
tates, wills and all business matters. 
Seeks position as assistant to individual 
or firm active in trusts and estates. 81-5 

Attorney, trustman, age 32, with 2% 
years experience in administration, taxes 
and customer contacts, desires connec- 
tion with southern bank. 81-6 


New business solicitor, with invest- 
ment experience, seeks connection with 
trust department for development of 
trust business abroad. Presently em- 
ployed in Paris. 711-3 

Man 52, LL.B., with 23 years of suc- 
cessful legal, accounting, and tax experi- 
ence, including service as Federal Estate 
Tax Agent, seeks position with trust de- 
partment. 712-1 





TRUST OPERATIONS 
OFFICER 


Position open in Trust Dept. of grow- 
ing medium-size suburban commercial 
bank located in N. Y. C. area. ‘Trust 
Operations including accounting, stock 
transfer and bookkeeping experience 
required. ALSO 
SUPERVISORY 
EXPERIENCE 
Young man preferred. Reply with 
resume and salary requirement to 


PERSONNEL DEPT. 
NATIONAL BANK 
OF WESTCHESTER 


WHITE PLAINS, 
NEW YORK 











Attorney, 26, LL.M. in Taxation, over 
2 years experience with large New York 
trust company in trust, estate and pen- 
sion operations and administration, seeks 
responsible position with good future; 
New York area preferred. 712-4 

A A A 
Change of Name, Mergers & 
New Trust Institution 


Selma, Ila. — Shareholders approved 
consolidation of SELMA NATIONAL BANK 
and SELMA Trust & SAVINGS BANK un- 
der charter and title of the former. 

Los Angeles & San Diego, Cal. — 
TITLE INSURANCE & TRUST Co. acquired 
UNION TITLE INSURANCE & TRUST Co., 
San Diego, and will operate it as a 
wholly-owned subsidiary. Title Insur- 
ance & Trust Co., the largest title insur- 
ance firm in America, operates through 
branches, divisions and subsidiaries in 
15 California counties, and owns subsidi- 
ary companies which operate through- 
out Oregon, Washington and Nevada. 

Wilmington, Del. — The State Board 
of Banking Incorporation has approved 
application of EQUITABLE SECURITY TRUST 
Co. to change its name to BANK OF 
DELAWARE to become effective January 
ae. 

Atlantic City & Ventnor City, N. J. — 
VENTNOR CITY NATIONAL BANK was ab- 
sorbed by and became a branch of the 
BOARDWALK NATIONAL BANK, Atlantic 
City, at year end, with total resources 
of over $100 million. 

Montclair, N. J. — Stockholders have 
approved consolidation of MONTCLAIR 
Trust Co. and First NATIONAL BANK, 
under the name of MONTCLAIR NATIONAL 
BANK & TRusT Co., subject to approval 
of regulatory authorities. 

Lima, Ohio — NATIONAL BANK OF 
LIMA consolidated with the CITIZENS & 
FARMERS BANK OF SPENCERVILLE and be- 
came known under the title First Na- 
TIONAL BANK & TRuST Co. of Lima. 

Grove City & Oil City, Pa. — State 
and Federal Banking Board approved 
merger of the First SENECA BANK & 
Trust Co. and First NATIONAL BANK 
of Grove City, under the title of the 
former. The Grove City bank becomes 
a branch, with P. C. Hassler, vice presi- 
dent and trust officer, as manager. 

Philadelphia & Upper Darby, Pa. — 
Directors of GIRARD TRUST CORN Ex- 
CHANGE BANK and the UPPER DARBY 
NATIONAL BANK approved merger of the 
institutions, with the Upper Darby bank 
to become a branch under supervision 
of Donald L. Helfferich as senior 
president. 

Reading, Pa. — Shareholders voted in 
favor of merger of First NATIONAL 
BANK of Leesport into BERKS COUNTY 
Trust Co. 

Fountain City, Tenn — The newly set 
up trust and estate department of 
FOUNTAIN CITY BANK is in charge of 
Hubert H. Vesser, who recently retired 
as Probate Court clerk. 


vice 





Salt Lake City — UrTanu Savines & 
Trust Co. and ZION’s SAVINGS BANK & 
Trust Co. merged into a new ZIONS 
First NATIONAL BANK effective Decem- 
ber 31. David O. McKay is board chair- 
man; Orval W. Adams, president; Claron 
O. Spencer, 


vice president and trust 





Davip O. McKay 


ORVAL W. ADAMS 


officer; Francis M. Chipman, trust offi- 
cer; and Evelyn B. Viallet, asst. trust 
officer. McKay is president of the Church 
of Jesus Christ of Latter-day Saints, and 
former president of American Bankers 
Association (1937-38). Spencer has been 
in charge of the Zion’s Savings Bank’s 
trust department since 1944, 

Ellensburg & Tacoma, Wash. — Ef- 
fective December 13th, WASHINGTON Na- 
TIONAL BANK of Ellensburg merged with 
and became a branch of NATIONAL BANK 
OF WASHINGTON, Tacoma. 

Sheboygan, ,Wis. — Merger of the 
CITIZENS STATE BANK and the BANK OF 
SHEBOYGAN was effected with completion 
of a new building. The new bank (with 
resources of over $50 million) is known 
as CITIZENS BANK OF SHEBOYGAN; Day- 
ton F. Pauls is president and O. H. 
Hall, board chairman. 


A A A 
IN MEMORIAM 


GEORGE HUDSON, former trust officer 
of WINTERS NATIONAL BANK & TRUST 
Co., Dayton, Ohio. 

EpwarD A. KLUG, 
officer, CHASE 
York. 

THomaAs B. McADAMs, former presi- 
dent of American Bankers Association 
and former president and board chair- 
man of UNION TrRuUsT Co., Baltimore. 

RICHARD M. RoGers, trust officer of 
J. P. MorGAn & Co., INc., New York. 

GEORGE F. WESTON, retired vice presi- 
dent, trust officer and director of BROOKS 
BANK & TRustT Co., Torrington, Conn. 


trust investment 
NATIONAL BANK, New 


A A A 
HEADS NEW ILLINOIS FINANCE UNIT 


Conrad F. Becker, former president of 
First National Bank of Red Bud, has 
been appointed by Governor Stratton to 
head Illinois’ new Department of Finan- 
cial Institutions. His 4-year term in the 
new position created by the 1957 Legis- 
lature began January first. Control of 
savings and loan associations, currency 
exchanges, credit unions, trusts and 
cemetery care funds will be transferred 
from the auditor’s office to the new ©e- 
partment as of July 1, 1958. 
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Trusteeship Around the World: 9 


TRUST BUSINESS IN) MEXICO 


RODOLFO BATIZA 


Assistant Manager, Public Relations Dept., Banco Nacional de México; 
Member of Mexican and Inter-American Bar Associations 


‘HE FIRST SERIOUS EFFORT TO INTRO- 
duce the trust in Mexico. in its form 

of fideicomiso, is contained in a Draft 
sent to Congress in November, 1905, 
signed by the then Minister of Finances 
Mr. José Y. Limantour, empowering the 
President of the Republic to enact a 
law whereby commercial institutions 
could discharge the activities of trustees 
(agentes fideicomisarios). This was the 
first attempt in of the civil law 
countries to adopt the trust concept. 


any 


Said Draft was never discussed in Con- 
gress, but the idea was revived in 1924 
when Mr. Enrique C. Creel, at the Bank- 
ing Convention held in Mexico City. 
submitted a Draft of a Law on Banking, 
Trust and Savings Companies. 

The trust, as a legal institution, be- 
gan with the Law of Credit Institut’ons 
and Banking Establishments of Decem- 
ber 24, 1924. It limited itself to de- 
scribing in a general manner the func- 
tions of the “trust banks.” and to an 
nouncing that such banks would be 
governed by a special statute to be 
enacted. 

The first trust operations in Mexico 
were transacted under the second law 


of 1926;! but the practice of the 


new 
institution developed with greater im- 
pulse after the law now in force* was 


enacted. In the beginning, the statutory 
adoption of the trust in Mexico caused 
confusion in banking practice and in 
the courts. The Supreme Court of Jus- 





This article is based upon a report submitted to 
the Ninth Conference of the Inter-American Bar 
Association in Dallas, Texas, April 1956, on the 
development of trusts (fideicomiso) in Mexico. 


The Trust Bank Act of June 30, 1926, remained 
in foree only four months. Its text was consoli- 
dated, with slight changes, in the General Law of 
Credit Institutions and Banking Establishments 
of August 31. 1926. Both statutes were inspired, 
mainly, by the Draft of a Law of Trusts (Fideico- 
miso) of 1920, prepared by the Panamanian jurist 
Ricardo J. Alfaro, and in the Draft of a Law of 
Fiduciary and Savings Companies submitted to the 
Ministry of Finances by the Mexican attorney 
Jorge Vera Estafiol, in March, 1926. 


or 


*The substantive rules on this subject, in force, 
at present. are contained in the General Law of 
Negotiable Instruments and Credit Operations of 
August 26, 1932, which show the influence of Al- 
faro and Vera Estafiol. However, the trust concept 
which the law adopts is derived from the ideas of 
the French jurist Dr. Pierre Lepaulle. 
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tice of the Nation, in the judgment 
handed down in 1937 in the case Cia. 
Limitada del Ferrocarril Mexicano, 
stated that the property of a trust is 
not transferred from the settlor to the 
trustee, and that the latter has the 
functions of a mere agent. However, 
the evolution during the last sixteen 
years is significant, for in the amparo 
Acosta Sierra, decided in 1953, the 
Supreme Court held this other positien: 
between the and the trustee 
there is a _ relationship whereby the 
former transfers to the latter the own- 
ership of the property in trust. The 
contract of agency is not sufficient to 
explain the legal ability of the trustee 
in the performance of the acts of the 
trust: in its performance, the trustee 
does not act in the name of another, but 
exercises a personal right by reason of 
the fact that he has the ownership of 
the property in trust, without prejudice 
of his obligation to render accounts to 
the settlor and make restitution of the 
property at termination of the trust. 
The trust has been used in Mexico 
for urban developments, for the issu- 
ance of participating certificates, and 


settlor 


for many other transactions not yet 
crystalized into precise and defined 
categories. Its more systematic use, 


however, reaching already a substantial 
number and amount of transactions. 
has been through “investment trusts,” 
“management _ trusts,” 
trusts.” 


and “security 


Three Types of Trust 


“Investment trust” consists in the 
commission given by the settlor to the 
trustee to grant loans with a fund cre- 
ated for such purpose. The interest 
obtained is delivered according to the 
duration of the contract, either in ad- 
vance or in periodic payments to the 
beneficiary (usually the settlor him- 
self). At maturity, either a renewal is 
made, the loan is granted to another 
person, or the fund is restored to the 
beneficiary. 

Two contracts are thus entered into. 








Courtesy Yucatan Trails 


Paseo de La Reforma, Mexico City 


The trust agreement states the name of 
the parties thereto (the settlor, the trus- 
tee, and the beneficiary); the sum of 
money constituting the fund in trust; 
the purpose of the trust, which consists 
in the granting of loans at interest; as 
well as the other provisions making up 
the contract, such as the irrevocability 
of the trust while the loan is in force, 
the duty of the trustee to act as a 
prudent man, the liability of the bank 
for losses and damages of the property 
caused by its negligence, the amount 
of its fees‘ and commissions, the sub- 
mission of the parties to the courts 
having jurisdiction in the place in 
which the contract was entered into, 
etc. The loan agreement comes after- 
wards, providing for the date of ma- 
turity, the rate of interest, and the 
manner in which the loan is secured. 

In the “management trust” the trus- 
tee is given property, usually real prop- 
erty, to supervise the appropriate main- 
tenance, execute lease contracts, insti- 
tute eviction proceedings, pay the taxes, 
etc., all in the interest of the benefici- 
ary. Some of the management contracts 
are not trusts, for there is no transfer of 
property to the trustee. 


The “security trust,” is used to se- 
cure the discharge of obligations, 
mainly credit obligations. The provi- 
sions of the contract, ordinarily, stipu- 
late that the trust transfers title and is 
irrevocable while the obligation se- 
cured thereby is not fulfilled, whether 
as to principal or as to interest; they 
further establish the date of maturity, 
rate of interest, penal interest, cases of 
accelerated maturity, either because the 
debtor does not punctually pay a cer- 
tain number of periodic payments of 
interest, or because he fails to pay land 
taxes in the case of real property; they 
set the procedure to be followed for the 
sale, in the event the obligation is not 
discharged at maturity, specifying the 
requirements relative to notices, reduc- 
tions on the price when the sale is not 
made at the appointed date, etc. 


69 








The “security trust” involving real 
property, in the same manner as all 
other trusts relative to this kind of 
property, requires for its execution a 
previous permit from the Ministry of 
Foreign Affairs. In fact, this type of 
trust was the first systematically used in 
Mexico, and through it the banking in- 
stitutions secured for themselves loans 
granted by their loan department. This 
practice was followed for some years 
until it was prohibited by the National 
Banking Commission; but the practice 
is (unfairly) authorized for a govern- 
ment bank. The “security trust” has 
displaced mortgages in a great measure, 
and has made credit transactions simp- 
ler, more flexible, and firmer. 


Grouping Customary 


Although the aforementioned tripar- 
tite classification lacks legal basis, it 
has been acknowledged by the National 
Banking Commission. The law in force, 
in effect, admits the express trust, and, 
within this category, the trust created 
by inter-vivos act or by testament; it 
also admits the charitable trust, and 
forbids secret trusts. The law does not 
admit, explicitly, any other variety. 

” sUnder Article 2 of the Regulations of the Or- 


ganic Law of Paragraph I of Article 27 of the 
Constitution., 
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The classification of trusts into “in- 
vestment trust,” “management trust,” 
and “security trust,’ in the writer’s 
opinion, is not scientific. With regard 
to the so-called “investment trust,” it is 
absolutely arbitrary to restrict the ex- 
pression to those trusts in which the 
investment consists in the granting of 
a loan. With the same, or better, right 
the term should be applied to the trusts 
in which the investment consists in 
shares of stock, bonds, or any other 
securities. Instead of “investment 
trust,” one should speak of “manage- 
ment trust,” for in this precisely consists 
the activity of the trustee: to manage a 
fund which he has received from the 
settlor, according to the latter’s in- 
structions, whereby the trustee resorts 
to a particular investment. 

With reference to the “management 
trust,” when it legally exists, there is a 
management or administration which, 
by reason of the very nature of the 
property in trust, differs in certain as- 
pects from the administration of cash 
funds (capital), but, which is confined 
to the same essential function, whereby 
the distinction in a separate category 
is not justified. 

With reference to the “guaranty 
trust” it should be noted that the cri- 
terion of classification rests upon the 
purpose of this trust. To adopt as a 
basis of classification of the trust the 
purpose it serves is inadmissible when 
the very value of the trust resides in 
its flexibility and in the unlimited va- 
riety of objectives which can be ob- 
tained. To enclose the trust in three 
hermetic categories induces one to think 
that they are the only available cate- 
gories. In the first category the criter- 
ion is a particular application of the 
fund in trust; in the second, it is the 
function committed to the trustee; in 
the third, it is on the purpose pursued. 
All this emphasizes in the supposed 
classification the absence of a sole and 


logical criterion of scientific value. The 
expressions “investment trust,” “man- 
agement trust,” and “security trust” 
could be kept, however, as easy refer- 
ences to transactions known in the 


practice of banking. 


Growth of Corporate Fiduciaries 


There are in the country at present 
100 institutions authorized to act as 
trustee—twice the number existing ten 
years ago. This number refers exclu- 
sively to the main offices, without in- 
cluding a substantial net of agencies 
and branches extending throughout the 
country. The number does not include 
the governmental institutions empow- 
ered to perform fiduciary operations. 
The data, hereinafter presented, do not 
include those trusts in which federal 
authorities intervene as_ settlor, 
those in which governmental agencies 
act as trustees, with the single excep- 
tion of the “security trust.” 

Out of the 96 institutions 53 are 
domiciled in the Federal District, and 
43 distributed among the States and 
Federal Territories. Outside the Federal 
District, the greatest concentration is 
found in Nuevo Leon, Chihuahua. 
Jalisco, and Coahuila. The institutions 
may be subdivided into the following 
groups: 


nor 


FEDERAL DISTRICT 


Financing and Trust Institutions 30 
Deposit, Savings, and Trust 


pstitutiens 0... a. aS 
Trast institutions... 7 
Mortgage Loans and Trust 

Institations 2... 6 
Savings, Mortgage Loans, and 

Trust Institutions eee 2 
Savings, Family Homes, and 

Trust Institutions ae. 2 
Deposit and Trust Institutions 2 
Savings, Capitalization, and 

Trust Institutions —..__. 1 
Financing Savings and Trust 

Institutions ee ee 1 
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Photo from American Airlines 
Taxco, one of the most picturesque towns in Mexico, lies along the side of a mountain 
at an altitude of more than 5,000 feet. Within easy driving distance of Mexico City, 
Taxco is renowned for its silver mines and shops. 
STATES AND TERRITORIES 1949 368,744,000 
C wd ‘ 
Financing and Trust Institutions 14 1950 478,230,000 
Deposit, Savings, and Trust 1951 471,134,000 
<e 1952 513,978,000 
Institutions es 18 = aa 
Deposit and Trust Institutions 2 won ping yo 
j Trust Institutions re! 1 : ne 
Savings, a Loans, and ‘ As of December 31, 1956, the total 
ae oe a “trust business reached the sum of $1.- 
Financing, Savings, and Trust . ‘ 
Institutions 1 866,990,640 (Mex. Cy.), the Federal 
Mortgage Loans and Trust District representing $1,577,475,947 
Institutions 4 and the States and Territories $289,514. 
\ ~~ 693. The first figure is allocated as 
42 
follows: 
The substantial increase in the vol- States 
/ ume of trust business during the last Federal and 
16 years will be noticed in graphic and District Territories 
objective manner, in the following year- Securities in 
end fisures (Mex. Cy.): administration 71,177,660 6,743,118 
a Property in 
1939 $ 25,943,000 agency and com- 
1940 32,083,000 missions 391,731,299 138,601,474 
1941 34,634,000 Trusts strictly 
1942 52,685,000 (fideicomisos in 
1943 72,598,000 which there is 
1944 109,295,000 a transfer of 
1945 170,551,000 title to the 
1946 188,590,000 trustee) _ 931,699,069 260,143,836 
1947 243,408,000 Agencies and 
i 1948 292,436,000 commissions 182,867,920 9,026,266 
i 
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The manner in which bank institu- 
tions prepare their balance sheets, fol- 
lowing the Catalogue of Accounts ap- 
proved by the National Banking Com- 
mission, prevents the exact determina- 
tion of the proportions of the various 
species of the trust. Through indirect 
procedures, however, approximate re- 


sults can be obtained, shown in the 
following growth: 
“Security Trusts” 
Number of 
transactions 


Nov., ’32 to Nov., ’42 $ 2,698,300 61 


Dec., ’42 to Feb., ’44 5,302,500 213 
Mar., ’44 to July ’46 32,942,400 349 
Aug., 46 to Aug., ’48 53,051,545 520 
Sept., 48 to July, ’50 46,554,400 561 
Aug., 50 to Sept., 52 65,184,000 393 
Oct., 52 to Sept., ’54 76,639,150 386 
Oct., ’54 to Mar., ’55 55,678,715 273 


Some explanations must be made. 
The figures refer only to real property 
located within the Federal District, ex- 
cluding all those trusts in which the 
security consists of shares of stock, 
mortgage certificates, bonds, warrants. 
and any other securities or real prop- 
erty. Furthermore. 


especially 
the period 


during 
between November, 1932 
and November, 1944, there was a sub- 


stantial number for the 


of trusts de- 
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velopment of land, as well as “manage- 
ment trusts,” although “security trusts” 
were predominant. The last two kinds 
of trusts have diminished in number, 
and their present proportion is rather 
small. On the other hand, the recording 
in the Public Registry of Titles often 
fails to disclose the value attributed to 
the real property involved. The anno- 
tation is made with the indication “un- 
specified value” whereby those trusts 
are not included in the column “num- 
ber of operations.” 

Finally, the 19 books existing today 
in the Public Registry relative to trusts, 
with nearly 14,000 entries considering 
both inscriptions and cancellations, do 
not follow a strict chronological se- 
quence. Sometimes two books, corre- 
sponding to different periods, are kept 
simultaneously. This circumstance 
forced the writer to make somewha: 
arbitrary chronological cuts. Even with 
these reservations, the data compiled 
help to imply certain conclusions; for 
instance, the exaggerated beliefs with 
respect to the actual proportion of “se- 
curity trusts” in the total number of 
trusts. Security trusts represent at pres- 
ent only 12%, a figure reduced even 
more when one subtracts the trusts in 
which governmental agencies are trus- 
tees. 
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Investment Trusts 


Number of 

operations 
1) 2 RARE ore ane ene $ 354,000 12 
ae 839,000 43 
I 1,205,600 54 
= 2 gel SESS EE ee 1,930,300 78 
EES 2,040,200 89 
ESS 10,883,900 163 
 RRRRERE TERE Ree a 23,214,900 296 
i a ae 10,426,500 152 
Ree Sones i ee 15,191,300 26 
1953 __.... . 15,127,800 53 
1954 ........ 16,586,600 60 


1955 (as of May). 7,954,500 17 

In connection with the foregoing 
numbers, it must be said that they re- 
fer to trusts in which the debtor in the 
loan granted is not subject to the loca! 
tax of the Federal District called “Tax 
on Capital Products.” Therefore, the 
statistics are taken after the establish- 
ment of the tax at the end of 1941. It 
does not include, consequently, those 
trusts (probably numerous and of sub- 
stantial amount) in which the loan is 
granted to institutions not subject to 
the tax, such as financing corporations. 
into account 
that the “investment trust” has had a 
growth which could be called patholog- 


It must also be taken 


ical, due to the fact that a trust insti- 
tution, which afterwards became bank- 
rupt, engaged in an unsound systematic 
practice of this type of trust. There were 
vears, such as 1944 and 1945, in which 
100% of 
91.4°¢ in the 
year 1946. During the period in which 
it did (1944-1951) the 
ume of its operations, within the total 
represented by all the other institutions 
in the Federal District, almost reached 
25‘7. It is public knowledge in Mexico 
that the had to inter- 
vene to help those persons affected by 


its operations represented 


those transacted, and 


business vol- 


government 


its suspension of payments. However, 
it can be said that the suspicion which 
this aroused toward the trust, 
was transient, and that it has been en- 
tirely overcome. 


crisis 





The participating certificates, both 
ordinary or of personal property and 
of real property, in contrast to other 
trust operations, have not had the de- 
velopment expected. The personal prop- 
erty certificates in circulation reach a 
value of $26,000,000; and the real 
property certificates reach a value of 
$33,000,000. 

The facts and figures presented 
throughout this paper are a faithful re- 
flection of the trust reality in Mexico. 
and should banish any skepticism con- 
cerning the economic or legal import- 
ance of the trust. It 
reply to the opinion that the efforts to 
import the trust into Roman law coun- 
tries might be frustrated. and that the 
Mexican trust is an experiment of which 
the utility is still doubtful. 

The predictions of the lawmakers of 
1932 could not have been fulfilled with 
Repeating the 
very same phrases of the Statement ol 
Motives of August 26 of that year, but 
in the present tense and the most em- 


is also the best 


more tangible results. 


phatic affirmative, it can be said that 
the trust represents “an enrichment of 
the available ways and means of work 
in our economy,” and serves “ends. 
which otherwise could not be fulfilled 
by other legal institutions. or in orde: 
to be fulfilled would require an extra- 
ordinary complication in contracting. - 
A A A 

@® Guaranty Trust Co. of New York this 
month opened its new London Office 
building at 33 Lombard Street, on the 
same site the company first occupied 
when it began the overseas operation 
more than 60 years ago. Guaranty has 
been occupying temporary quarters since 
it was dislodged from its quarters by a 
bomb during a blitz attack in 1940. The 
new building includes a 24-inch thick 
bomb proof slab at ground level as an 
added protection. The new building also 
houses The Guaranty Executor and 
Trustee Co., Ltd., an affiliated British 
trust corporation. 
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ON THE PUBLICITY FRONT 


Vewspaper Advertising 

“The Importance of Investment Abil- 
ity” is the theme of a Montreal Trust 
Co. ad about “your own pension plan.” 
The text points out that by participation 
in the trust company’s Consolidated Re- 
tirement Savings Plan the customer is 
assured of “the same investment skill 
(applied) to your personal retirement 
savings plan as we do when we act as 
trustee for the employee pension plans of 
many of Canada’s leading companies.” 


“We can help your clients keep valued 
employees” observes a Bar Journal ad 
from Bank of the Southwest, N. A., 
Houston, Texas. “Working closely with 
you’, the text continues, “we can assist 
in designing an employee benefit plan 
to meet the specific needs of your client. 
\fter the plan has been perfected, our 
bank can administer the plan to assure 
its maximum usefulness through the 
years.” Another ad from the same bank 
suggests to men” 
the use of a living trust as an “efficient. 
low-cost way to make the most of your 
family fortunes, while minimizing per- 
sonal work and worry.” 
tures the trust 


“successful business 


The ad_ pic- 
committee, 
naming top officers and stating that 
“four trust officers appearing in the 
photo possess more than 100 years of 
trust experience gained at Bank of the 
Southwest.” 


investment 


“The ablest 
ferring to the wife of the man pictured 
in an ad from First National Bank, Palm 
Beach, Fla.—is a “wonderful wife and 
mother, fine manager of the household 
finances, leader in civic affairs, why 


woman he knows’ —re- 
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shouldn’t he name her to settle his 
estate?” The answer given is “because 
estate settlement may involve fifty-odd 
steps, many so technical that she has 
never heard of them.” 

“Irreplaceable” is the thousand-year- 
old Chinese carving held by the man in 
an ad from Hanover Bank, New York. 
“As a connoisseur, he relies on sound 
judgment and long experience to know 
true value . Recognizing quality is 
second nature to him. That is why he 
places his trust in Hanover.” 

“9 out of 10 need more Life Insur- 
ance” observes an ad from First Na- 
tional Bank, Birmingham, Ala. “. . . off- 
cers of our trust department have found 
that a surprisingly large number do not 
have sufficient estates to protect their 
families. In such cases, we frequently 
recommend the purchase of more Life 
Insurance because it is the only way by 
which an estate can be created imme- 
diately.” The text comments on the effect 
of inflation on family financial plans. 

“Have you considered your family’s 
future?” inquires an ad of Frost Na- 
tional Bank, San Antonio, that pictures 
a man pausing in thought with one hand 
on the telephone. The ad offers two 
booklets: “De You Need A Trust?” and 
“Do I Need A Will?” 

“Look to the Future” counsels an ad 
of Merrill Trust Co., Bangor, Me., illus- 
trated with a businessman studying his 
plant through his office window. “Care- 
ful financial planning now can conserve 
the estate you've built and give your 
family the benefit of sound, permanent 
management.” An estate planning check- 
list in one corner gives a short para- 
graph to each of three items: Review 
your will; Appoint an executor; Should 
you create a trust? 

“The man who haunted his family” 
in an ad from First National Bank, Chi- 
cago, is a character taken from a real 
life drama of the trust department files 
(but with names and identifying details 
changed). He married a woman against 
her father’s desires and deserted her 
shortly after their child was born. The 
father set up a trust for his daughter 
and grandchild. After his death the hus- 
band returned and tried to get control 
of the child, pestering his former wife 
until she died. The bank backed up the 
guardian with enough money from the 
trust fund to defeat in court the hus- 
band’s efforts for control, and when the 
boy finally received the corpus of the 
trust, he immediately placed it with the 
bank again. 





Illustration on cover of Bank of America’s 
booklet featuring its new Small Trust Pro- 
gram. See p. 4. 


Booklets 


“Escrow—a helpful service for At- 
torneys and their clients” is a 12-page 
booklet published by Chase Manhattan 
Bank, New York. \t acquaints the reader 
with the purposes of escrow arrange- 
ments, points up the need for an ade- 
quate escrow agreement, and 
the qualifications of the bank. 

“Your Family’s Financial Condition” 
is discussed in the December “Journal” 
of Union & New Haven (Conn.) Trust 
Co. The issue comments on the bank’s 
annual reporting to stockholders and 


outlines 


raises the question whether the parents 
of a family could not make an annual 
report for their own 


a4 


stockholders” — 
their children and themselves. Sugges- 
tions on how to do it are offered. and a 
standard form is included. 


Forums 


finance forum with 
attendance of more than 400 women was 
sponsored recently by First National 
Bank, Anchorage, Alaska. Subjects 
offered were: the function of banking; 
real estate and title insurance; social 
security and life insurance; and wills. 
estates and taxes. 

Some 375 businessmen attended the 
sessions of the third annual business 
management conference held by Se- 
curity National Bank, Sioux City, Iowa. 
Subjects considered were: “Where is the 
Economy Heading?”; “Creative Sell- 
ing’; . and “Trusts and Estates”, the 
last address given by Howard L. John- 
son, vice president of the bank. 


A A A 


A four-session 
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SAMUEL M. MONATT. Matthew Bender & 

Co., Albany 1, N. Y. (1,200 pp. $20). 

The 1958 edition of Monatt’s Tax At- 
las, published in loose-leaf form, has 
two main parts. Part I contains the 
major topics in chapter form with ex- 
amples and cross references to the forms 
and instructions found in Part II. In the 
latter part there are completed forms, 
with instructive discussion, for  indi- 
viduals, partnerships, estates, trusts, 
farmers, corporations and personal hold- 
ing companies. This material is also 
cross-referenced to the appropriate head- 
ings in Part I. In addition, there is a 
section of check lists, provision for 
“Latest Changes,” and an index to the 
whole work. Under the tab “Latest 
Changes” last minute rulings are in- 
serted, as for example IR-206 of Novem- 
ber 25, 1957, suspending the application 
of line 6a, form 1040, for 1957 returns. 

The techniques of reporting income, 
deducting expenses and completing tax 
returns in proper tax and accounting 
procedure are set forth with Mr. Mon- 
att’s well known soundness, brevity and 
clarity. 


The Balance Sheet and Business In- 
surance 
JAMES F. NORTON, C.L.U., Editor. Insur- 
ance Research & Review Service, Inc., Indiana- 


polis 9 (20 pp. 80¢ single copy, quantity dis- 
counts). 


Proper analysis of a prospect’s balance 
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sheet will put the life underwriter in a 
favorable position, states the editor of 
this compact little study. Practical in 
its approach, the work stresses the fact 
that the balance sheet reveals the finan- 
cial personality of a business. The study 
is divided into two parts (1) Construc- 
tion of the Balance Sheet — the items 
which make up its component parts; and 
(2) Interpretation of the Balance Sheet 
— viz, the sales opportunities it can 
reveal. The discussion winds up with 
explanations about the ways in which 
one may procure a prospect’s balance 
sheet, and cautionary tips about the first 
interview. 


Escrow Handbook (2nd Ed.) 


SIDNEY N. REEVE, P. O. Box 2031, 
Nuys, California. 108 pp. $5. 


Van 


The seasoned “know-how” of an expert 
is abundantly evident in this second edi- 
tion of Mr. Reeve’s “Escrow Handbook.” 
The author’s experience as an escrow 
officer, escrow instructor and real estate 
broker in California is distilled into com- 
pact and efficiently presented suggestions, 
forms, checks lists and friendly cau- 
tionary reminders. The material is de- 
signed for use by attorneys, bankers, 
brokers and title companies, but should 
be of great assistance to anyone handling 
the transfer of property involving escrow 
arrangements. 


Pennsylvania Fiduciary Guide 
GEORGE L. 


SMITH. Little, 
277 pp. $7.50. 


HASKINS and M. PAUL 
Brown & Company, Boston. 


Trust officers and attorneys who have 
estates to administer in Pennsylvania 
will appreciate this convenient handbook. 
It is a guide to the practical and legal 
problems to be encountered, and is con- 


In Rhode Island 
see Hospital Trust 





for prompt, cooperative 
assistance with any 


fiduciary matter 


AND 


| RHoove ISt 


yf HosPiTat TRUST 
| COMPANY 





Member Federal Deposit 
Insurance Corporation 


cerned for the most part, with “answers 
and not reasons.” The appendix includes 
valuable aids, such as a check sheet of 
the executor’s duties, an estate settlement 
timetable, a check list on the administra- 
tion of a deceased veteran’s estate, and 
items of deduction under the federal 
estate tax law. 


ARTICLES 

Profit-Sharing Plans Can Buy Life In- 
surance 

JOSEPH H. LACKEY, C.L.U. Life 


tion News, December, 1957. 
Washington 6, D. C. $.35.) 


Associa- 


(1800 H S&t., 


The ways in which so-called deferred 
profit-sharing trusts, which qualify for 
favorable tax treatment under the Inter- 
nal Revenue Code, may be used to pur- 
chase annuity contracts and life insur- 
ance are pointed out in this article. 
“Key man” insurance; stockholder in- 
surance; and insurance as an investment 
of profit-sharing funds for the benefit of 
individual participants’ beneficiaries are 
examples discussed. The author gives 
particular attention to the use of life 
insurance under a profit sharing plan, 
and the effect of Revenue Ruling 54-51. 


Employee Stock Purchase Plans 


LORENZ F. KOERBER, Jr. and ROBERT B. 
McDERMOTT. Illinois Bar Journal, Novem- 
ber, 1957 (424 So. Second St., Springfield, Ill. 
$1.) 

The various employee stock purchase 
plans are surveyed in this article. Em- 
phasis is placed upon the use of such 
plans in executive compensation ... as 
an incentive device and a means of re- 
cruiting and retaining key personnel. 
Also considered are the various benefits 
to the employee, as for example, the 
after-tax profits and sources of equity 
investment. Advantages and disadvan- 
tages of different employee stock pur- 
chase plans are discussed. 


Life Insurance Carried by a Corpora- 
tion 

ROBERT J. LAWTHERS. The Practical Law- 

yer, November, 1957. (133 S. 36th St., Phil- 

adelphia 4. $1.25. 

This article reviews the decision of the 
Second Circuit Court of Appeals in the 
Casale case, and discusses some of its 
implications. The author hails the court’s 
reaffirmation of the legal principle of a 
corporation’s separate entity, for ta» 
purposes, where there are distinct and 
separate property interests. The Ta» 
Court had held that a 98% stockholde: 
received taxable benefits when, in con- 
nection with a deferred compensatio 
agreement, the corporation purchased i 
surance on his life. The Second Circuit s 
reversal of this view is deemed applic 
ble to similar Tax Court rulings in oth 
cases, such as the Sanders and Pruni 
cases. In a postscript dated Nov. 
1957, the author notes that the Fir 
Circuit has reversed the Tax Court 3 
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?runier decision, “principally because it 
ound that under Massachusetts law the 


corporation was the equitable owner of 


the policies.” 


Charitable Trusts — Discrimination 
— Fourteenth Amendment 


Dickinson Law Review, October, 1957. 


lisle, Pa. $2.) 

The Orphans Court of Philadelphia 
County, on September 12, 1957, ruled 
that a private trustee would be ap- 
pointed to administer the famous Girard 
Trust. This action was taken to overcome 
the objection recently voiced by the 
United States Supreme Court that the 
Girard trust violated the Fourteenth 
Amendment because it discriminated 
against negroes and was administered by 
an agency of the state of Pennsylvania. 
Whether the appointment of a private 
trustee will solve all the problems, is the 
subject of conjecture in this note. 


( Car- 


Stock Redemption Agreements Re- 
viewed 

JOHN H. OVERBECK, Jr. Illinois Bar Jour- 

nal, December, 1957 (424 So. Second St., 

Springfield; $1.). 

Described as a “Right-Up-To-Press- 
Time” review of recent litigation af- 
fecting stock redemption agreements, this 
article was written before the Appeals 
Court decision in Prunier. A note by the 
editor states that it is the opinion of 
the author that this decision represents 
sound tax law and that it can now be 
stated with reasonable certainty that 
premiums paid by closely-held corpora- 
tions on insurance acquired for the pur- 
pose of funding a _ stock redemption 
agreement will not constitute taxable 
income to the shareholders provided the 
stock redemption agreement and the in- 
surance are properly written. 


The Estate Tax Credit for Tax on 

Prior Transfers 

HARRY J. RUDICK. Tax Law Review, No- 

vember, 1957 (40 Washington Sq. So., New 

York 3; $2.50). 

Professor Rudick characterizes Sec- 
tion 2013 of the 1954 Code as “the most 
complex and confusing provision of the 
estate tax law.” He explains here the 
way in which credit for tax paid on 
prior transfers is computed, and the 
conditions which must be satisfied in 
order to obtain:the credit. Ample exam- 
ples are given to illustrate this analysis 
of the new statute. In his concluding 
paragraph ‘the author makes the com- 
nent that “The gift and estate tax laws 
rrior to the 1954 Code were already rid- 
ded with enough provisions permitting 
n inimization.of the transfer taxes, so 
t'at as producers of revenue they had 
f: ded into relative insignificance. In re- 
cnt years, these taxes have produced 
less than two per cent of total revenue. 
T») have weakened them still further *** 
w s to my mind poor policy.” The author 
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advocates a simplification of these credit 
provisions. 


Two Problems in Contracts to Make 
a Will 


Columbia Law Review, December, 1957 (Kent 
Hall, New York 27; $1.50). 


In the first part of this note consider- 
tion is given to the problems faced by 
the courts when called upon to determine 
claims of the promisee of a contract to 
make a will and the conflicting claims 
of a surviving spouse. The second part 
deals with the tax consequences of con- 
tracts to make wills. 


Testamentary Gifts of Income to 

Charity 

JOHN W. DRYE, Jr. Tax Law Review, No- 

vember, 1957 (40 Washington Sq. So., New 

York 3; $2.50). 

Charitable bequests of income may re- 
sult, not only in tax advantages, but in 
supplementing a basic estate plan to ac- 
complish a testator’s desires for his fam- 
ily. This premise is explored by Mr. 
Drye and illustrated with factual ex- 
amples. 


Constructive Ownership Under 1954 
Code 


THOMAS C. PLOWDEN-WARDLAW. Ford- 
ham Law Review, Autumn, 1957 (302 Broad- 
way, New York 7; $1.). 

Detailed definitions of constructive 
ownership, as set forth in section 318 of 
the 1954 Code, are studied and explained 
in connection with their effect on cer- 
tain common business transactions. Re- 
demptions of stocks are discussed in 
relation to the rule of family attribu- 
tion, partnership attribution, estate- 
beneficiary attribution, trust beneficiary 
attribution and corporation-stockholder 
attribution. The author criticizes the 


present rules as being “too complex and 
too sweeping,” and offers suggestions for 
legislative repairs. 


Some Further Thoughts on Perpetui- 
ties Reform 
THOMAS L. WATERBURY. Minnesota Law 
Review, November, 1957 (Minneapolis; $1.75). 
Professor Waterbury’s critical review 
extends over 63 pages. He examines the 
ten-year experience of Pennsylvania’s 
“wait-and-see” doctrine, and gives his 
observations on a simplification of the 
Rule against Perpetuities. 


Partial Disclaimers and the Marital 
Deduction 


WILLIAM J. BOWE. Banking, 
1957 (12 East 36th St., 


December, 
New York 16; 50¢). 
Professor Bowe indicates that the pro- 
posed gift tax regulations suggest the 
use of other techniques than the partial 
disclaimer when it is desired to leave 
to the surviving spouse the decision as 
to the extent to which the marital de- 
duction may profitably be taken. 


Profit-Sharing Plans as Aids to Man- 
agement 

WARREN B. CUTTING, The Journal of Ac- 

countancy, December, 1957 (270 Madison 

Ave., New York 16; 75¢). 

The application of “constructive ac- 
counting” to the solution of manage- 
ment problems is demonstrated here. In 
three capusale case histories, Mr. Cut- 
ting states the problems of three differ- 
ent concerns, viz. a wholesale produce 
business, a manufacturing company hav- 
ing its own sales staff, and a family- 
owned retail business. He shows how a 
tailor-made profit sharing plan achieved 
a desirable solution for the management 
problems of each concern. 
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Shaw Alphabet Idea to be 
Explored under Will 
Compromise 


The wish of the late George Bernard 
Shaw (T&E Apr. ’51 p. 276) that his 
estate help finance development of a 
phonetic alphabet will be fulfilled. A 
compromise was reached last month in 
the Appeal Court. 


The British Museum, the Royal Acad- 
emy of Dramatic Art and the National 
Gallery of Ireland — residuary legatees 
— have agreed to give R. P. Baulkwill, 
the public trustee, £8,300 ($23,240) for 
research and publication of at least one 
book in the new alphabet. Shaw stated 
in his will that if the phonetic alphabet 
was developed, he wanted his play “An- 
drocles and the Lion” published with 
parallel texts. 


The British Museum and the Royal 
Academy of Dramatic Art had contested 
the will, and were upheld last February 
in the High Court of Justice. The Shaw 
Society and other supporters of the will 
appealed. The National Gallery of Ire- 
land did not participate in the contest 
because it “did not wish to put forward 
any argument to defeat the intention of 
a very distinguished fellow Irishman in 
a matter very dear to his heart.” 
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PRESENTS WILL DRAFTING AWARD 


An award dinner for student compe- 
titors in the will drafting contest spon- 
sored by Merchants National Bank, In- 
dianapolis, was held recently, with 
checks presented to first and second place 
winners. Clifford G. Antcliff of Lebanon 
won $10 for first prize. Mrs. Anna M. 
Cotton of Elwood and Jack N. Cochran 
of Indianapolis tied for second place, 
with awards of $50 each. 

The contest was held for students at 
the Indianapolis Division of the Indiana 
University School of Law. Each partici- 
pant had to draw a will creating a testa- 
mentary trust. The wills were judged by 
a faculty committee. 





TRUSTMAN HEADS INDEPENDENT BANKERS 


J. R. Pattillo, vice 
president and trust 
officer of Beverly 
Hills National 
Bank & Trust Co., 
was elected presi- 
dent of the Inde- 
pendent Bankers 
Association of 
Southern Cali- 
fornia; Q. W. Ehrn- 
man, executive vice president, First Na- 
tional Bank of Ontario, elected vice 
president; and Robert W. McGovney, 
president, Compton National Bank, 
elected secretary-treasurer. 
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LIFE INSURANCE GAINS IN 1957 


PURCHASES OF NEW LIFE INSURANCE IN U.S. (in billions) 


1957 BOOCOGOOGOGOOSOOGC6OOEGO Ot $66.5 
1956 BOOCOOGOOGOGOOOCOOGOCL $55.3 
1947 BOOOOCOCCL $22.4 


LIFE INSURANCE OWNED AT YEAR-END (in bitions 
iss7 BEBBBBBBRBEBEPBEREREREBEE ..;.. 
ise MBRBEBRBRRRBRERBRBBBRBE s12. 
i947 BBRBEBBEBE s 06.0 


LIFE INSURANCE BENEFITS PAID TO AMERICAN raames 


in billions) 
99) ZH ddcddddddd@ @@M lett, $7 
1956 LLL $5 9 
1941 LLL $3.0 
FUNDS HELD TO SECURE POLICIES (Assets of U.S. Life Companies) 
(in billions) 
1937 GHEBSGGHEHBHEOEHEHE 11013 
1956 OGCTCCOOOECCEEHSG 196.0 
1947 EOBHGCGHEGSEs517 
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New Seale of Executor 
Fees in England 


The new scale of charges for acting as 
executor, agreed to by the clearing banks 
in London, made no change in method 
or in rates of initial fee. Some banks 
have raised annual management fees 
from 2s‘% to 38%, others charge 2s6d% 
plus 10s per investment held, or 2s% 
and £1 per investment. Withdrawal fees, 
based on gross value of capital paid or 
withdrawn, was increased from 10s‘% to 
15s%. The Public (Government) Trus- 
tee charges annual management fee of 
3s6d‘% and withdrawal fee of 20s%. It 
is also noted, in the report carried in the 
November issue of the Journal of the In- 
stitute of Bankers, that excepting estates 
under £5000 the private banks charge 
less than the Public Trustee, as follows: 


Public 
Acceptance Fee Banks Trustee 
First £5,000 __ . 258% 20s% 
Over £ 5,000 to 25,000 _ 15s 20s 
Over £25,000 to 50,000 _ 10s 15s 
Over £50,000 to 75,000 . 2s6d 5s 
Over £75,000 ___.______..._ 2s6d 2s6d 
Minimum Fee £15 £15 


In the same article the author, assis- 
tant manager H. D. G. Trew of the trus- 
tee department, Westminster Bank, Ltd., 
remarked that the banks also made a 
charge for investment and could charge 
for dealings involving business or for- 
eign assets, tax claims and other special 
duties, and pointed out that banks do not 
publish a standard set of fees for other 
types of fiduciary services. The latter 
part of his article refers to material on 
costs and charges by American trust de- 
partments and quotes from the August 
Trusts AND Estates article “The Un- 
pampered Darlings: Trust Department’s 
Relation to the Bank” and cites other re- 
ports published therein on the Federal 
Reserve income and expense studies. 


SIDELIGHTS 
(Continued from page 48) 


ings banks, was off only slightly, drop- 
ping from $153.35 at September 30 to 
$152.95 at the year-end. This compares 
with a high of $168.77 on July 10. The 
common stock commitment at December 
31 was $27,928,913, representing 
93.27% of the total portfolio of $29,- 
945,206. 


One new stock, United Aircraft, ap- 
peared in the list during the quarter and 
36 others showed additional purchases. 
On the sell side, International Paper was 
dropped completely while holdings were 
reduced in Bethlehem Steel, General 
Motors, United States Steel and Westing- 
house Electric. 


Net income for the year was $1,078,- 
935. Realized net gains on investments 
for the year totaled $253,502. Unreal- 
ized appreciation on investments of 
$4,664,721 was about a million dollars 
less than the $5,675,486 at the previous 
year-end but about the same as at the 
end of the third quarter. 


The table on page 49 shows the stocks 
held as of December 31. 
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AUSTRALIAN TRUST COMPANY 
EARNINGS GAIN 


@ Gross earnings in the fiscal year 
ended September 30, 1957, showed a 
further gain of £7,085 according to the 
recently received annual report of the 
Executor Trustee & Agency Co. of 
South Australia. Of this amount in- 
creased expenses absorbed £6,502 leav- 
ing the net surplus £583 higher than the 
previous year. New business to the value 
of £3,897,833 came under the control of 
the company — in excess of any previous 
year. Trust and Agency funds under 
administration as of June 30, 1957, were 
£21,996,759, a net increase of £1,807,210. 





LESTER GIBSON REJOINS “AMERICAN 
BANKER” 


Lester Gibson, 
deputy manager of 
the American 
Bankers. Asso- 
ciation and direc- 
tor of publicity and 
public relations for 
the past 20 years, 
and for 10 years 
prior thereto an 
associate editor of 
the American Banker, rejoined that pub- 
lication’s staff as general news edito1 
upon his retirement from the Associa- 
tion. 


LESTER GIBSON 
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ESTATE TAX 


Effect of statute of limitations where 
second will is later determined to be 
valid one. Estate taxes were paid on 
basis of what was believed to be last 
will and testament of decedent. Later 
document, containing charitable bequest, 
was subsequently determined to be last 
will and testament of decedent. Litiga- 
tion which resulted in this determination 
was not concluded until more than three 
years after payment of estate tax. Re- 
fund claim based on allowance for chari- 
table deduction was denied by Commis- 
sioner as untimely filed. 


HELD: For estate. Although statute 
of limitations is specific with respect to 
time within which claim must be filed, 
fact remains that based upon old will 
and estate tax payment thereunder, no 
timely claim could have possibly been 
filed. Purpose of statute is to prevent 
assertion of stale claims. Here claim was 
not stale, for it was commenced within 
nine months after right to bring it had 
been finally determined. Statute should 
be considered as running from time right 
to claim erroneous assessment was deter- 
mined, rather than from time of pay- 
ment of tax. H. N. Walkden, Exr. v. 
U.S., D.C., N.D. Ohio, May 20, 1957. 


Indirect payment of insurance premi- 
ums under 1939 Code. Decedent pur- 
chased insurance policy in 1937. For 
seven years thereafter, he paid premi- 
ums, and then assigned policy to his 
wife. She then paid premiums with her 
personal checks until husband’s death 
seven years later. Funds deposited in her 
checking account had come from gifts of 
money given her by her husband “to 
pay bills with, etc.” Commissioner in- 
cluded proceeds of policy in decedent’s 
estate on ground that decedent had in- 
Cirectly paid premiums. 

HELD: For Commissioner. Taxpayer’s 
testimony failed to establish that funds 
were those of wife and had not been 
supplied to her by decedent to pay pre- 
miums, Premiums were thus found to be 
indirectly paid by decedent, making in- 
Sirance proceeds includible in decedent’s 
e‘tate under 1939 Code. Est. of C. B. 
Volf v. Comm., 29 T.C., No. 48, Dec. 
12, 1957. 


Proceeds of pension plan includible in 
estate. At time of his death, decedent 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


had certain vested rights in company 
pension plan. In event of death before 
or after retirement, he had right to ap- 
point beneficiary of payments. He died 
in 1951, prior to receiving any benefits. 
Commissioner included value of these 
pension rights in his estate. 

HELD: For Commissioner. Inasmuch 
as decedent had vested rights in plan, 
he had interest in property which was 
capable of valuation, and, therefore, in- 
cludible in his estate under Section 
811 (a) of 1989 Code. Est. of C. B. 
Wolf v. Comm., supra. 


Life estate with power to consume 
during lifetime does not qualify for 
marital deduction under 1939 Code. Un- 
der decedent’s will, surviving spouse re- 
ceived entire residue of estate “to be 
used, enjoyed and disposed of” as she 
chose. Upon her death, any remaining 
was to devolve to his son. Estate claimed 
marital deduction for value of interest 


passing to wife. Commissioner disal- 
lowed deduction. 
HELD: For Commissioner. Under 


state law, surviving spouse received life 
estate with power of disposition during 
lifetime. Interest is terminable and does 
not qualify for marital deduction under 
Section 812(c) (1) (B) of 1939 Code. M. 
B. Boyd, Exr. v. Gray, D.C., W.D. Ky., 
Nov. 8, 1957. 


Increase in value of securities is tax- 
able in life tenant’s estate. Decedent 
died in 1930 bequeathing securities to his 
wife for life with right to consume for 
maintenance. The remainder at her death 
was bequeathed to children. She died re- 
cently, leaving the securities intact and 
appreciated in value. The Commissioner 
included in the widow’s taxable estate 
the enhancement in the value of the se- 
curities between the date of her hus- 
band’s death and her death, on the 
theory that under Pennsylvania law, the 
estate of a legal life tenant is a debtor 
to the remaindermen for the value of 
the principal of the life state as of the 
original decedent’s death. This rule had 
been modified by decision of the Supreme 
Court to limit liability to the value 
actually left at the life tenant’s death 
in cases where there was a power to 
consume and the value was less than the 
value at the original decedent’s death. 

HELD: The rule has not been modi- 
fied in cases where the value at life ten- 


ant’s death exceeds the original value 
of the principal. Therefore, the widow’s 
estate is legally entitled to the enhance- 
ment and the enhancement is part of her 
estate for Federal estate taxes. Soars 
Estate, U. S. Dist. Ct., M. D., Pa. No. 
5671. 


INCOME TAX 


Basis of stock held in trust is 
stepped up after donor’s death. Trust 
was created in 1931 with corpus con- 
sisting of shares of Fremkir Corp. 
given to the grantor by his father in 
1923. The donor was to receive the first 
$80,000 of income for life, the next 
$12,000 was payable to his wife and the 
balance to his daughter. The trust in- 
strument provided that. the donor could, 
with the written consent of his father, 
his executors, administrators or legal 
representatives, modify or revoke the 
trusts and direct the disposition to be 
made thereof. By an amendment in 
1932, it was provided that on the death 
of the donor, two-thirds of the fund 
should be divided between the daughter 
and the widow. In 1934, the trust instru- 
ment was amended by adding the fol- 
lowing proviso: 


“This power of modification, alteration 
or revocation shall not be exercised so as 
to operate in any manner to increase the 
interest of the donor or his estate in the 
income from the trust funds or to revest 
in the donor or his estate title to any 
part of the principal or accumulated in- 
come.” 


The donor died in 1945. The Commis- 
sioner determined that the trust should 
be included in the gross taxable estate. 
Since the estate was insolvent the bur- 
den of paying the Federal estate tax 
fell upon the trust and to obtain the 
necessary cash the Fremkir stock, which 
had no ready market, was exchanged 
with the corporation in 1948 for shares 
of F. W. Woolworth Co. The fair market 
value of the Fremkir stock on the day 
of the donor’s death was $8,228,403.76. 
The fair market value of Woolworth 
stock received in exchange was $7,493,- 
031.25. The trustee reported a gain using 
the figure of $635,066.73 which was the 
cost basis of the Fremkir stock in its 
hands prior to the grantor’s death. A tax 
of $1,718,504.43 was paid. 

In this suit for refund, the plaintiffs 
asserted that the fair market value of 





the stock at the time of the donor’s death 
must be taken as its basis under Section 
113 (a) (5) of the 1939 Code, which 
provides that in the case of property 
transferred in trust to pay the income 
for life to or upon the order or direction 
of the grantor, with the right reserved 
to the grantor to revoke the trust, the 
basis of such property in the hands of 
the persons entitled under the terms of 
the trust instrument to the property af- 
ter the grantor’s death shall be the same 
as if the trust instrument had been a 
will executed on the day of the grantor’s 
death. 

HELD: The plaintiff’s contention is 





e 


correct. The grantor received a large 
portion of the income for life and had 
at all times the power to order and di- 
rect the disposition of the remainder of 
the income. While under the 1934 amend- 
ment the power of revocation could not 
be exercised so as to increase his inter- 
est or that of his estate the grantor re- 
tained at all times full power to revoke 
the trust as such in toto and to direct 
the payment of the trust funds to any- 
one other than himself or his estate. 
The distinction to be made here is be- 
tween the power to revoke a trust and 
convert it into an outright gift, on the 
one hand, and the power wholly to re- 
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Standard Causes for Wills 


by Ralph R. Neuhoff 


of the St. Louis Bar; Lecturer in Law, Washington University School of Law 


“This book of forms, by a scholarly practitioner, differs from 
others that have come to my attention in that it treats the subject 
matter clause by clause. The method lends itself to a more thorough 
treatment than is possible through the more usual approach. The 
practical considerations bearing upon the problems posed by parti- 
cular clauses receive adequate exposition, while the annotations under 
each heading constitute a check list useful to the most seasoned prac- 
titioner and well nigh indispensable to those less experienced. Federal 
taxation receives the thorough treatment expected from a lecturer 
and recognized authority on that subject. The forms are needed 
reminders, a means of economizing time and avoiding errors.” — 
Walter L. Nossaman, author of the two-volume treatise “Trust Administration 


Here are some of the features of the revised edition — just off the 
press — of this widely used form book: 


e 78 Chapters — with text discussion, copious citations to decided 
cases and references to pertinent annotations in A.L.R. 


e 565 Model Clauses — with alternate choices to meet objectives — 
selected from the author’s more than forty years of experience in 
drafting wills which have stood the test of time 


e Consistency in style and construction (the forms having been pre- 
pared almost entirely by the author), facilitating combination with 


e Analysis of Federal tax implications 

e Factors to consider in choosing fiduciaries 

e Comprehensive Table of Contents for easy reference 
e Detailed Synoptic Index to locate specific points 


112 PAGES — PRICE: $2.50 


(Quotations for more than 10 copies on request) 


> 





copies. 


voke the original grant and revest the 
corpus in the grantor, on the other. It 
is the latter right which the proviso 
barred him from exercising, while it is 
only the former much more limited right 
which Section 113 (a)(5) _ stipulates 
must be reserved by the grantor in order 
that the trust assets may take the 
stepped-up basis at his death. 

The exercise of the power to revoke 
the trust was subject to the written con- 
sent of the donor’s father or his legal 
representative. However, since the father 
had no adverse interest in the disposi- 
tion of the principal or income the law 
will presume that he and his personal 
representative would be amenable to the 
wishes of the grantor and the latter ac- 
cordingly had in fact an effective power 
of revocation. Requiring a disinterested 
person to join in the exercise of a power 
of alteration or revocation does not in 
fact deprive the grantor of practical con- 
trol. The recognition of this fact of life, 
which Congress made explicit in Sec- 
tions 166 and 167 of the Internal Rev- 
enue Code of 1939, and which the Com- 
missioner applied in taxing to. the 
grantor the ordinary income of the trust, 


must be regarded as implicit in the 
analogous provisions of section 113 
(a) (5). 


Since the fair market value of the 
Fremkir stock on the date of Kirby’s 
death was much in excess of the value 
of the Woolworth stock subsequently in 
exchange, no taxable gain was realized. 
The plaintiffs are entitled to recover 
$1,718,504.43, with interest from 1949. 

Bankers Trust Co. v. U. S., Court of 
Claims, Dec. 4, 1957. 


GIFT TAX 


Gift-splitting not allowable where value 
of gift to third party not ascertainable 
at time of gift. Taxpayer transferred 
property in trust to pay income there- 
from to his wife for life, with certain 
third parties having life interests and 
remainders over. Trust provided that 
trustee could invade corpus for general 
welfare of any life beneficiary. Although 
evidence showed that .no invasion of 
corpus had been found necessary on 
wife’s behalf, her standard of living 
and the probability of such invasion were 
not known. With wife’s consent, taxpayer 
claimed benefit of gift-splitting provi- 
sions of Code with respect to gifts to 
third parties. Commissioner disallowed 
this treatment. 

HELD: For Commissioner. Interests 
of third parties were not ascertainab!e 
at time of gift. This being so, gift-split- 
ting provisions could not be applied. 
M. Kass v. Comm., 16 T.C.M. No. 227, 
Dec. 12, 1957. 


Annual gift tax exclusion unallowab'e 
where beneficiaries have no right to im- 
mediate present enjoyment. Taxpay:' 
created six trusts for benefit of hs 
grandchildren. Income or principal, «1 
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both, could. be used for support, comfort 
and education of beneficiaries. Payments 
were to be made to parent of beneficiary 
upon written request of taxpayer, or if 
he were not living, at discretion of 
trustee. Commissioner disallowed annual 
exclusion claimed against gifts. 


HELD: For Commissioner. Interests 
of beneficiary were future interests 
against which annual exclusions are not 
allowable. Beneficiaries were not given 
right to immediate present enjoyment of 
any ascertainable portion of trust in- 
come or corpus at moment of gift. G. M. 
Street v. Comm., 29 T.C. No. 46, Dec. 
9, 1957. 


REVENUE RULINGS 


Estate and Gift Tax: Amount set aside 
vy estate or trust for communal re- 
ligious organization. Religious and apos- 
tolic associations or corporations gener- 
uily qualify as exempt organizations un- 
der Section 501 (d) of 1954 Code. Or- 
ganization here considered operates com- 
munal religious community where mem- 
bers live communal life. Income is derived 
from contributions and sale of manufac- 
tured articles and is used to meet operat- 
ing costs and expenses of supporting and 
maintaining members and their families. 

Service rules that inasmuch as organi- 
zation is operated on communal basis 
with common treasury, and funds are 
used to support members and their fam- 
ilies, income inures to benefit of mem- 
bers and their families. Thus, bequests, 
legacies, devises or transfers, or gifts 
of property to such organization are not 
deductible for estate or gift tax. Rev. 
Rul. 57-574, I.R.B. 1957-49, p. 34. 


Income Tax: Income of trust used to 
pay gift taxes of grantor held taxable 
to grantor. Taxpayer transferred stock 
in trust for benefit of nephew. Trustees 
were obligated to pay gift tax liability. 

Service rules that income of trust used 
to satisfy legal obligation of grantor is 
taxable to him. Rev. Rul. 57-564, I.R.B. 
1957-48, p. 23. 


Income Tax: Royalty payments re- 
ceived by beneficiary constitute income 
in respect of decedent. Taxpayer re- 
ceived royalty payments under contract 
executed by her mother as executrix of 
her father’s estate. Payments had ori- 
ginally been made under contract en- 
tered into by father. Upon his death, 
publisher desired to publish future edi- 
tions of book and entered into new con- 
tract with executrix of estate. Upon 
wdow’s death, payments were made to 
deaghter as beneficiary under will. 


Service rules that payments received 
by beneficiary constitute taxable income 
to her. (Section 691(a) of 1954 Code). 
She is entitled to credit for Federal 
es'ate taxes paid by her mother’s estate 
Wi ich was attributable to inclusion in 
esiate of right to receive such amount. 
Re». Rul. 57-551, I.R.B. 1957-47, p. 63. 
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Income Tax: Method of funding defi- 
cits in self-administered employee retire- 
ment plans. Employer is allowed current 
deduction for additional contributions 
necessary to fund deficit shown by cur- 
rent valuation or revaluation of self- 
administered employee retirement plan, 
provided same assumptions are used as 
were used in previous annual valuations. 

Service rules that where deficit results 
from loss in asset values or from revalu- 
ation ‘of liabilities by using more con- 
servative assumptions than were previ- 
ously used, such deficit represents sup- 
plementary cost of earlier service credits. 
Rev. Rul. 57-550, I.R.B. 1957-47, p. 11. 


Income Tax: Revaluation of stock form- 
ing part of assets of pension trust does 
not adversely affect qualification. Among 
assets of employees’ pension trust was 
stock of various corporations. Cost of 
all past service benefits was completely 
funded. Employer desired to recognize 
appreciation in market value of stock in 
determining amount of annual contribu- 
tion necessary to maintain funding of 
plan. 

Service rules that such revaluation will 
not adversely affect qualification of plan 
so long as method is consistently applied, 
and employer does not revert to cost 
method of valuing trust stocks. Rev. Rul. 
57-549, I.R.B. 1957-47, p. 9. 


Income Tax: Contribution to deferred 
compensation employees’ trust. Employer 
contributes to trust forming part of plan 
of deferred compensation for employees. 
Such contribution is deductible by em- 
ployer under Section 464 (a)(5) of 1954 
Code. 

Service rules that where employee’s 
rights to such contributions or such com- 
pensation are non-forfeitable at time 
contribution or compensation is _ paid, 
contribution is taxable to participating 
employees. Rev. Rul. 57-528, I.R.B. 1957- 


45, p. 16. 
A A.A 
EMPLOYEE ATTITUDE SURVEY SERVICE 
OFFERED 
A new service to study personnel 


policies for individual banks has been 
offered to the banking industry by the 
New York State Bankers Association. 
The “Employee Morale Survey” will pro- 
vide information on employee attitudes 
toward their jobs, supervisors and insti- 
tutions. It will classify abilities of super- 
visors, spot departments or branches 
where morale is below par, and help 
build a management succession program. 
A brochure describing the new service 
has been sent to banks. 


A A A 


® Joseph W. White, vice president in 
charge of the Trust Department of Mer- 


cantile Trust Co., St. Louis, has been 
named chairman of the American 
Bankers’ Association’s Committee on 


State Legislation. 
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Louis B. MAYER, motion picture pro- 
ducer, who began his career in his 
father’s scrap metal business in Canada 
and achieved the top rung of executive 
compensation in this country, left an 
estate valued at upwards of $10 million. 
Declaring in his will that all his prop- 
erty was his separate estate, he be- 
queathed to his wife $750,000, his Bel 
Air home with its contents and all oil, 
gas and uranium properties. To his 
daughter Irene Selznick, he left $500,000. 
A like amount is set up in trust for the 
benefit of an adopted daughter, the child 
of his wife, income payable to her dur- 
ing her life, with power to withdraw 
principal from time to time not to ex- 
ceed in the aggregat $150,000. Trusts 
of $250,000 each are created for the two 
children of Irene Selznick. Power of ap- 
pointment by will is given the bene- 
ficiaries of these three trusts. No pro- 
vision is made for Mr. Mayer’s other 
daughter or her children “as I have given 
them extremely substantial assistance 
during my lifetime.” After cash legacies 
to employees, relatives and friends, the 
residuary estate is left to the Louis B. 
Mayer Foundation, a nonprofit charitable 
corporation, and to the extent that this 
bequest exceeds amounts allowable under 
law, the same is left to California Insti- 
tute of Technology. 


Bank of America National Trust & 
Savings Association, with Mrs. Mayer 
and an adviser are named co-executors 
and co-trustees, Irene Selznick being sub- 
stituted for Mrs. Mayer as a co-trustee 
of the trust for her children. A successor 
to the adviser is to be designated by the 
managing partner of a named law firm 
at the time of vacancy. 

As to trust investments, the testator 
states, among other things: I request 
that until changing circumstances war- 
rant a departure from this policy they 
will invest the trust funds in what are 
generally referred to as ‘blue chip’ com- 
mon stocks, selecting corporations which 
have long-established satisfactory divi- 
dend records.” 


CHARLES H. CANDLER, a director and 
son of the founder of Coca-Cola Com- 
pany, left his “home place” in Atlanta 
to his wife, mentioning in this connec- 
tion: “Among our great joys in life has 
been the designing together, the build- 
ing and the furnishing of this home and 
the embellishments and upkeep of its 
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environs, from which we, our children 
and our grandchildren have always de- 
rived great pleasure and deserved com- 
fort.” Certain other real property is de- 
vised to one daughter and 64 shares of 
stock of Trust Company of Georgia, are 
given to another daughter. Personal ef- 
fects are bequeathed to his son. The 
rest of the estate is directed to be held 
in three separate trusts for the children 
during their lives and thereafter for 
their children until each reaches the age 
of twenty-one, when the respective shares 
of the principal of each trust are dis- 
tributable. 

The Trust Company of Georgia is 
named executor and trustee upon the 
death or inability of the son, who may 
at any time designate the Trust Com- 
pany or any other corporate fidu- 
ciary as co-executor or co-trustee. 

Mr. Candler referred to the “heavy 
death duties” on his estate as being in 
lieu of charitable bequests in his will, 
stating: “Having heretofore contributed 
to such institutions and charitable or- 
ganizations as have appealed to me as 
meriting my support and being mindful 
of the excessively heavy death duties for 
which my estate will be liable and which 
in effect are contributions to the public 
good, I am excluding any bequest to any 
such institution and organization.” 


The will of ALICE EARL SWAYZE, widow 
of the former factory head of Bethlehem 
Steel Co., contains the rather unusual 
provision that two banks shall act as 
executors and trustees, Berks County 
Trust Co. of Reading, and First Na- 
tional Bank of Lebanon, Pa. The testa- 
mentary trust of the entire residuary 
estate, as well as an inter vivos trust 
under which Berks County Trust Co. 
was sole trustee, is for the lifetime bene- 
fit of an only child, with remainder to 
13 church and charitable institutions. 
The combined value of the two trusts 
was said to be $900,000, and the daugh- 
ter having predeceased the testatrix, a 
codicil was executed republishing the 
will so as to make the charitable gifts ef- 
fective at the death of Mrs. Swayze. Cer- 
tain individuals are left cash amounts 
and specific gifts of jewelry, and small 
trusts are established for the care of em- 
ployees and others, with remainders to 
the residuary estate. 


FRANK GANNETT, who rose from news- 
boy to publisher and founder of the 


Gannett Company (operating a chain 
of 22 papers, 4 radio and 3 television 
stations), built up a gross estate valued 
at more than $3 million at the time of 
his death. To his wife he left 8,000 shares 
of Class A stock of Gannett Co. Inc., the 
family homestead and real property, plus 
“a legacy in an amount equal to the 
maximum marital deduction allowable 
in determining the Federal estate tax on 
my estate.” Legacies of $200,000 are 
bequeathed to a daughter and $100,000 
to a son, the latter gift being in trust 
with income payable during his life and 
the corpus to his issue. Each grandchild 
receives $5,000 

The residuary estate is left to the 
Frank E. Gannett Newspaper Founda- 
tion, Inc., for use in accordance with the 
purposes set forth in the corporate char- 
ter. The testator’s desires and philosophy 
for the guidance of the Foundation are 
set forth in a clause extending over seven 
pages of the will. He stressed his be- 
lief that “newspapers are great public 
trusts and, if properly conducted, a 
mighty mechanism for good,’ and re- 
quested the directors of the Foundation 
to pay stipulated percentages of income 
to several universities and colleges. 

Lincoln Rochester (N. Y.) Trust Co. 
is named sole trustee under the will and 
co-executor with Mrs. Gannett. 


Morton S. BAILEY, vice president of 
Curtis Publishing Co. and director of 
advertising of The Saturday Evening 
Post, bequeathed to his wife all his arti- 
cles of personal and household use and 
his automobiles, “together with all poli- 
cies of insurance thereon,” and provided 
for the creation of a trust for his wife 
of such portion of his estate “that its 
value when added to the value of all 
other property included in my adjusted 
gross estate qualifying for the marital 
deduction, passing or which has passed 
to my wife, shall equal the maximum 
marital deduction as provided by sec- 
tion 2056 of the Internal Revenue Code 
of 1954 or such corresponding provision 
of the Federal Estate Tax Law as may 
be in effect at the time of my decease.” 
Power of appointment of the principal 
by will is given to the wife, and also 
power to withdraw principal in whole 
or in part from time to time during her 
life. 

The residuary estate is also consti- 
tuted as a trust for the benefit of Mrs. 
Bailey, income payable during her life, 
and on her death $25,000 of the principal! 
is directed to be held in trust for the 
college or university education of the 
testator’s grandchildren living at  the« 
time of his death. This trust terminate: 
when the youngest grandchild reache: 
21, the balance then remaining to be 
added to the net residuary estate anc 
distributed to Mr. Bailey’s son, First 
Pennsylvania Banking & Trust Co. of 
Philadelphia and Mrs. Bailey are namec 
executors and trustees. 
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CHARITABLE TRUSTS — Bequest for 
“Miserable Horses” — Application 
of Cy Pres Denied 


Kentucky—Court of Appeals 


Defenders of Furbearers v. First National Bank 
& Trust Co., 306 S.W. 2d 100. 


Testatrix bequeathed to a trustee bank 
her residuary estate, the income to be 
used, for a period of ten years, in ac- 
cordance with the following language: 
“T suggest that it (the remainder) be 
used to hire a competent agent to work 
on streets of Lexington and try to re- 
lieve the condition of miserable horses 
allowed to be overworked and mis- 
treated.” In the event the bequest should 
fail, the testatrix provided a gift over 
in the following language: “Should the 
above organization decline the request 
under my conditions, the money is to be 
divided equally between the National 
S.P.C.A. and Defenders of Furbearers— 
Washington, D. C.” 

This action was brought by the trust 
company to obtain a construction of the 
will. The trial court entered a judgment 
to the effect that (a) Lexington Humane 
Society took no interest in the estate 
because the purposes for which the fund 
was left to it failed, there being no 
“miserable horses” on the streets of Lex- 
ington; (b) the gift over to other chari- 
ties was subject to the same limitation 
as to the use which was imposed upon 
Lexington Humane Society; (and (c) 
the testatrix’ heirs at law were entitled 
to the remainder. Defenders of Fur- 
bearers appealed. 

HELD: Judgment reversed to the ex- 
tent it denied the one-half interest in the 
residuary estate to Defenders of Fur- 
bearers but affirmed to the extent that 
it denied the right of Lexington Humane 
Society to take any interest in the 
estate. The Appellate Court denied the 
contention of Lexington Humane Society 
that it was entitled to the use of the 
funds for its general purposes without 
limitation as to the specific use to be 
made, which contention was based upon 
the claim that the use by the testatrix 
of the word “suggest”? made the trust 
a vrecatory one, leaving the Society the 
power to use the funds for purposes 
other than the relief of miserable horses. 
The Court also rejected Lexington Hu- 
mene Society’s contention that the doc- 
trne of cy pres was applicable and that 
under such doctrine if had the right to 
use the funds for its general purposes. 
Tie Court held that as a matter of law 
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the Lexington Humane Society did “de- 
cline” to accept the gift under the con- 
ditions imposed by the testatrix when it 
was shown that there were no miserable 
horses on the streets of Lexington. 


FIDUCIARIES — Administrator May 
Purchase Interest in Estate from 
Heir 

Texas—Court of Civil Appeals 
Ramos v. Rodriguez, 304 S.W. 2d 274. 


Decedent died intestate leaving eight 
children, one of whom, Manuel Rodri- 
guez, qualified as administrator. A 
daughter of decedent predeceased her, 
leaving three minor children. Miguel 
Rodriguez, another son of decedent, was 
appointed guardian of the three minor 
children, and, with judicial approval, 
sold the interest of the three children 
in decedent’s estate to the wife of ad- 
ministrator. 

Plaintiff contested the validity of the 
guardian’s sale. Plaintiff contended that 
such sale should be set aside because 
it violated Section 352 of the Probate 
Code, which provides that “the personal 
representative of an estate shall not 
become the purchaser, directly or indi- 
rectly, of any property of the estate 
sold by him, or by any co-representative.” 

HELD: The sale was not made by 
the administrator. There is nothing in 
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the statute which prohibits an adminis- 
trator from purchasing the undivided in- 
terest of a co-owner of the estate he is 
administering. The statute prohibits an 
administrator selling directly or indi- 
rectly to himself. 


FIDUCIARIES — Necessity of Accep- 
tance by Substituted Trustee 


California—District Court of Appeal 

Estate of Tourny, 154 A.C.A. 552 (Oct. 18, 

1957). 

The testator died in 1933, and his 
estate was distributed in 1934 to Tourny 
and Frietzsche as trustees, the decree 
providing that if either “* * * is at any 
time unable or unwilling to act as trus- 
tee of the said trusts, Adolph Rosenthal 

. is hereby appointed as substitute 
trustee * * *, If at any time two of the 
said three persons are unable or unwill- 
ing to act, the remaining one shall act 
as sole trustee.” 


Tourny died in 1950. An account filed 
by Frietzsche in 1951 recited Tourny’s 
death and prayed for an order decreeing 
that Frietzsche was the sole surviving 
trustee. The order made on the account 
so provided, and thereafter Frietzsche 
filed three further annual accounts as 
surviving trustee which were approved 
by the court. Frietzsche died in 1955, and 
his executrix filed an account of his 
trusteeship in 1956, reciting a certain 
sale of trust assets made by him, to 
which the beneficiary of the trust ex- 
cepted on grounds of alleged improvi- 
dence of the sale and further that the 
sale was void because Rosenthal, ap- 
pointed as substitute trustee, was not 
so acting. (Rosenthal had filed a de- 
clination to act as trustee in 1955.) 

HELD: Order overruling these ex- 
ceptions affirmed. Acceptance by the 
trustee is required, and Rosenthal never 
accepted the trust. Acceptance is not 
presumed where not necessary to the 
validity of the trust. The 1951 order 
finding that Frietzsche was then the 
sole surviving trustee was final and not 
subject to collateral attack. 


FIDUCIARIES — Right of Indemnity 
under Liability Policy is Asset Suf- 
ficient to Give Court Jurisdiction to 
Appoint Administrator for Nonresi- 
dent Decedent 


Washington—Supreme Court 


In re Breese’s Estate, 151 Wash. Dec. 270, 
317 P. 2d 1055. 


Breese, a resident of Ohio temporarily 
stationed at Fort Lewis, Wash., in the 
United States Army, was killed in an 
automobile collision in Grays Harbor 
County, Washington. The passengers in 
the other automobile were injured, and 
petitioned the Probate Court of Grays 
Harbor County to appoint an administra- 
tor of Breese’s estate, alleging that they 
had a cause of action for their injuries, 
and that he died leaving an estate in 


that County. At the time the petition was 
filed, the only asset was a right of in- 
demnity under a liability policy issued 
by an Ohio insurance company, that had 
qualified to do business in Washington. 
An appeal was taken from the order 
of the Probate Court appointing an 
ancillary administrator. 

HELD: Affirmed. An administrator 
may be appointed for a nonresident de- 
cedent where it is shown that he left 
property within the jurisdiction of the 
court upon which administration may 
be had. A cause of action is an asset 
sufficient to give the court jurisdiction. 
While the right of the decedent’s per- 
sonal representative to the benefit of 
the indemnity clause in the policy will 
not mature until suit is brought against 
him, nevertheless it has a present value 
to the estate. If the insured had lived, 
the injured parties could have sued him 
in Grays Harbor where the accident oc- 
curred and if successful they would have 
the right to garnish the insurer. A lia- 
bility such as the one involved in this 
case exists wherever it can be enforced 
and is, therefore, an asset sufficient to 
support the appointment of an ad- 
ministrator, even though it is the only 
asset subject to administration. 


GUARDIANSHIP — Domicile of Par- 
ents Determines Jurisdiction of 
Court to Appoint Guardian for 
Child 


Oregon—Supreme Court 
Fox v. Lasley, 65 Ore. Adv. Sh. 73. 


In 1952 appellants, the parents of 
Doris the minor herein concerned who 
was then about two months old, sent 
her from Crescent City, Cal., where they 
resided, to stay with the respondent, 
who lived in Portland, because of an 
injury to one of their other children and 
the consequent burdens imposed thereby. 
Eventually appellants reclaimed the 
child, after which respondent went to 
Crescent City in an effort to have Doris 
again given into her care. After some 
negotiation appellants relinquished Doris 
to respondent with a written relinquish- 
ment and consent that any court of com- 
petent jurisdiction might appoint her 
or her husband guardian of the person 
of the child. 

Respondent then filed a petition in 
the Circuit Court for Multnomah County, 
Oregon, praying for her appointment as 
guardian. The relinquishment for guar- 
dianship was attached as an exhibit to 
the petition, but no citation of any kind 
was served on the parents. On the same 
day an order was entered appointing 
respondent as guardian. 

About six months thereafter the 
natural parents requested that Doris be 
returned to them and when such re- 
quest was refused they filed a petition 
in the Circuit Court of Multnomah Coun- 
ty, praying that the guardianship be 
terminated and that the custody of said 
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child be restored to them. After a hear- 
ing the trial court made a determination 
that the parents were wholly unfit to 
have custody of their child, entered an 
order denying the petition to terminate 
the guardianship and ordered that the 
child should remain in the custody of 
the guardian. 


HELD: Reversed. Inasmuch as the 
domicile of the child was in California, 
the Oregon court had no jurisdiction to 
appoint a guardian of the person of such 
child. The domicile of a child is the 
place of its father’s domicile. The Oregon 
statute requires that any minor who 
becomes the subject of a guardianship 
of the person should be a resident of the 
county in which the petition is filed. The 
word “resident” under such statute is 
synonymous with the word “domicile” 
and the Oregon court had no jurisdic- 
tion to appoint a guardian in the first 
instance. 

The court made a cautionary state- 
ment to the effect that the decision 
should not be construed to impair the 
power of the Oregon courts to assume 
jurisdiction for the purposes of giving 
temporary protection to a minor found 
helpless, needy or abandoned within the 
borders of the State. 


INSURANCE — Life — Right to Pro- 
ceeds on Simultaneous Death of 
Spouses 


Washington—Supreme Court 


In re Saunders’ Estates, 121 Wash. Dec. 244, 
317 P. 2d 528. 


Mr. and Mrs. Saunders died simul- 
taneously in an airplane accident. They 
had no children, but left collateral heirs. 
There were insurance policies on the 
lives of each, all purchased with com- 
munity funds. The beneficiary named in 
each policy was the other spouse. The 
Trial Court decreed that one-half of the 
proceeds of each policy should go to the 
estate of each spouse for distribution. 
The proceeds of the insurance on the 
husband’s life were greater than the 
proceeds of the wife’s policies. His col- 
lateral heirs appealed. 


A Washington statute provides that 
where the insured and the beneficiary of 
a life or accident insurance policy have 
died and there is no sufficient evidence 
that they have died otherwise than 
simultaneously, the proceeds shall be 
distributed as if the insured had sur- 
vived the beneficiary. Another general 
statute provides that where the devolu- 
‘ion of property depends upon priority 
of death and there is no sufficient evi- 
lence that the persons have died other- 
vise than simultaneously, the property 
f each shall be disposed of as if he had 
urvived. 


HELD: Reversed. The wife’s vested 
community half of the insurance on her 
husband’s life went first to the personal 
representatives of her estate, and then 
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to him as the statutory surviving spouse. 
The proceeds of the insurance did not 
lose their identity as such. The statutory 
survival of the insured continues to the 
ultimate distribution of the insurance 
proceeds. When the proceeds of the in- 
surance on the husband’s life reach the 
wife’s personal representatives, the hus- 
band is still the statutory survivor, and 
his estate takes to the exclusion of her 
collateral heirs. The husband’s collateral 
heirs take all of the proceeds of the 
policies on his life, and the wife’s col- 
lateral heirs take all of the proceeds of 
the policies on her life. 


INSURANCE — Wills — Enforcement 
of Promise to Transfer Policies — 
Pretermitted Children — Obliga- 
tion to Support after Father’s 
Death 


Mississippi—Supreme Court 


Maheffey v. First National Bank, 97 So. 2d 
756. 


Divorce decree recited that alimony, 
support of the children and attorney’s 
fees had been adjusted out of court, 
and then proceeded to order that T pay 
a certain sum each month for the sup- 
port of the children, that T convey the 
homestead to W-]l and pay all taxes and 
insurance premiums on the property and 
that T have transferred to his two chil- 
dren all his life insurance. T failed to 
have transferred the life insurance poli- 
cies. 

Two children had been born of this 
marriage and three children were born 
of a subsequent marriage, one before 
and two after the execution of a will, 
in which he devised a cleaning establish- 
ment to his sister and brother-in-law 
“with reversion to the heirs of my body.” 
This bequest was made on the express 
condition that these devisees would pay 
a certain amount each month to W-2 
until she remarried or until her death 
and on the occurence of either event, one- 
half the monthly payment should be 
paid to the named trustee in the will 
and one-half to a daughter by the second 
marriage. A default in the payments for 
90 days would vest W-2 with a fee sim- 
ple title. The residue of the estate was 
to be divided into four equal shares. 


W-1, as guardian of her two minor 
children, probated claims against the 
estate for taxes, insurance premiums and 
support money accruing subsequent to 
the death of T. A claim was also pro- 
bated for the proceeds of the life in- 
surance. The administrator then filed a 
petition in the chancery court to obtain 
a construction of T’s will. The chancellor 
held that the two children of W-2 born 
subsequent to the execution of T’s will 
were each entitled to a 1/6th interest 
in the corpus of the estate, that the de- 
vise to the sister and brother-in-law was 
a devise for life with a remainder to 
the heirs of T subject to the undivided 
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2/6th interest, and that all of the 
probated claims of W-2 should be denied. 


HELD: Affirmed in part and reversed 
in part. As to the proceeds of the insur- 
ance policy, the general rule is that a 
court is without power to divest one of 
title to his property and vest the same in 
another by judicial decree. However, the 
general rule was not controlling here as 
the divorce decree was for all intents 
and purposes a consent decree insofar as 
it concerned the provisions for the life 
insurance. Hence, this decree was binding 
on T, his heirs and legatees, and the 
children of T by his first marriage are 
therefore the owners of the proceeds of 
the insurance policies, as if their father’s 
duty had been actually performed. 


In all other respects, the decree of 
the chancery court was affirmed. The 
better rule is that the liability of the 
father to support his child does not sur- 
vive his death in the absence of an agree- 
ment imposing such liability. The agree- 
ment here was not such an agreement 
which could be enforced after T’s death. 
A statute, which confers on children 
born after the execution of the will the 
right to succeed to the same portion of 
the estate as if the father had died in- 
testate, if such children are neither pro- 
vided for nor disinherited, applied here 
as there was nothing in the will or the 
circumstances surrounding T at the time 
he made his will to indicate that he had 
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“Say, Hanson, how do you 
work this confounded machine?” 





in contemplation the children born sub- 
sequent to its execution. 


LIFE TENANT & REMAINDERMAN — 
Devise to Widow as Long as She 
Remained Such Created Only Life 
Estate 

Mississippi—Supreme Court 
Pate v. Evans, 97 So. 2d 737. 

T’s will, admitted to probate in 1938, 
provided that his widow should “have 
all real and personal property left by 
me, so long as she shall remain my 
widow; that in the event of her remar- 
riage, then in that event, all such real 
and personal property shall descend to 
my heirs ... .” The executor filed his 
final account with process served upon 
all of T’s heirs to show cause why the 
final account should not be allowed and 
approved. Subsequently, a final decree 
with a recital to the effect that all of 
the property of T be vested in W was 
entered. W died intestate in 1955, hav- 
ing never remarried. 

The heirs of T filed suit in 1956 
against the heirs of W to cancel any 
claims asserted by the defendants. W’s 
heirs contended in their answer that the 
will vested a fee simple title to the land 
in W, subject only to her remarriage, 
and that, further, the approval of the 
final account of T’s executor constituted 
res judicata upon the issue of the effect 
of the will. A decision in the lower court 
cancelling the defendants’ claims to the 
land was appealed. 

HELD: Affirmed. The majority rule, 
applicable here, holds that a devise dur- 
ing widowhood gives a life estate to the 
first taker with a remainder to those 
named as remaindermen in the event of 
remarriage of the widow. Such a pro- 
vision is not a condition but a limitation 
upon the estate acquired by H, as T 
would certainly prefer his children to 
acquire his land rather than the blood 
relatives of W. 

The decree adjudicating title was not 
res judicata in the action filed by T’s 
heirs in 1956. Construction of the will 
as to the land was not an issue in the 
administration of T’s estate; the adjudi- 
cation as to the title to the real property 
was beyond the power of the court in 
the administration of that particular 
estate. 


LIFE TENANT & REMAINDERMAN — 
Income During Probate Adminis- 
tration — Effect of Decree of Dis- 
tribution on Rights of Income 
Beneficiary and Remainderman 


California—District Court of Appeal 


Estate of de Laveaga, 155 A.C.A. 8 (Nov. 5, 
1957). 


De Laveaga died in 1931, and his est- 
tate was then distributed in 1932. The 
distribution to the trustee made no segre- 
gation or designation as to portions 
representing original estate assets or 
income earned during probate admin- 
istration. Cash in the sum of $77,000 was 
distributed, and it was stipulated on 
this appeal that this amount included 
$26,000 income earned during ad- 
ministration. In 1933 the trustee filed 
an account designating as principal all 
assets distributed under the decree of 
distribution without allocating any part 
of that amount to income. Ten similar 
accounts were filed between 1933 and 
1953, in which latter year the life ten- 
ant died. The executrix of the life ten- 


ant filed objections to the account 
and for the first time claimed that 
the pre-distribution income of $26,000 


should be paid to the estate of the life 
tenant. 


HELD: Decree of distribution to the 
trustee and orders on the accountings 
subsequently made by the trustee are 
conclusive on the issue as to whether 
the life tenant was entitled to any 
pre-distribution income. 

The California cases are elaborately 
reviewed, and it is recognized that 
there is a possible conflict between Es- 
tate of Hill, 149 Cal. App. 2d 779, 309 
P. 2d 39, and Estate of Tynan, 129 Cal. 
App. 2d 364, 276 P. 2d 809. The un- 
certainty in the decisions revolves 
around the question whether a decree of 
distribution not segregating income and 
principal becomes conclusive on the trus- 
tee in such a way that no later deter- 
mination that part of the assets dis- 
tributed is income rather than principal 
can be made. 


LIFE TENANT & REMAINDERMAN — 
Income Tax on Gains Charged to 
Capital 


Massachusetts—Supreme Judicial Court 

Third National Bank & Trust Co. of Springfield 

v. Campbell, 1957 A.S. 1007; Nov. 6, 1957. 

The will gave the estate to trustees 
to pay the income to the widow for lif 
and on her death to two unmarried 
daughters for life, with ultimate re- 
mainders to persons not yet ascertained. 
In a hearing. on the accounts the que 
tion at issue was the charging of 
Federal income tax on capital gains t 
capital rather than to income. The trus 
assets taken over by the trustee in- 
cluded shares in two real estate trust 
owning residential real estate. Betwee 
1941 and 1952 the trustee receive? 
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$33,000 dividends, which it turned over 
to the life tenant. Of this amount $28,000 
was non-taxable because it was treated 
by Federal authorities as a return of 
capital. Consequently the widow paid no 
tax on it. In 1953, the trustee sold the 
shares at a profit. The gains tax was 
$7,900, because the “cost” had to be re- 
duced by the amount of the tax exempt 
income. The guardian ad litem con- 
tended that so much of this tax as was 
due to the reduction in the “cost” should 
be charged to income. The _ trustee 
charged the whole tax to capital. 


HELD: The general rule in Massa- 
chusetts is that cash dividends, however 
large, go to the life tenant as income. 
Also in this case the will provided that 
the trust assets might remain as _ in- 
vested. Consequently the trustee owed 
no duty to apportion the income between 
capital and income. It was properly paid 
to the life tenant. The guardian ad litem 
did not contend otherwise. 

Since the income was properly paid 
to the life tenant the case falls within 
the general rule that the tax on gains 
is chargeable to capital. To attempt to 
make an exception to the rule in this 
case would not only destroy the sim- 
plicity of the Massachusetts rule as to 
the allocation of receipts and expenses 
between the life tenant and the remain- 
derman, but in cases easily thought up 
could produce great unfairness to the 
life tenant. Hence the accounts should 
be allowed as they were. 


LIFE TENANT & REMAINDERMAN — 
Life Estate for Support with Gift 
Over of What Remains on Death 
Does Not Carry Power to Mort- 
gage 


Massachusetts—Supreme Judicial Court 


Brunton v. Easthampton Savings Bank, 1957 
A.S. 1001; Nov. 6, 1957. 
The will gave the testator’s entire 


estate to his widow, “to be used and 
enjoyed by her for her comfort and sup- 
port during her natural life.’ On her 
death, if any of it was left, it should 
go to four cousins. After the payment 
of debts, etc. there was only $159 of 
personal property left, plus the home- 
stead in which they lived. The widow 
used the money and mortgaged the real 
estate for $5,000. She kept up the pay- 
ments on the mortgage and when she 
died there was $4,500 due on it. On her 
death she had bank accounts amounting 
to $1,171 and nothing else of value. The 
cousins filed a petition in the probate 
court for a declaratory judgment as to 
the validity of the mortgage. 

The probate judge found that she 
needed the proceeds of the mortgage for 
her support and that except for the 
money left over in the bank she used 
it for that purpose. However, he held 
the mortgage void on the ground that 
the will did not give her the power to 
nortgage. 


January 1958 


HELD: Affirmed. The widow took only 
a life estate and under the terms of the 
bequest she would not have the right to 
use principal. But the clause giving the 
remainder to the cousins if any was left 
showed that she was to use the principal 
if necessary. Consequently she had the 
right to sell the real estate and use as 
much of the proceeds as she needed. 

However, the power to convey does not 
ordinarily include the power to mort- 
gage. If the widow wanted to keep on 
living in the homestead she could have 
had a valid mortgage executed by re- 
sorting to G. L. 183, § 49. 


POWERS OF APPOINTMENT Al- 
though Substitute Residuary Bene- 
ficiary is Ineligible Appointee, Pow- 
er is Exercised by Residuary Clause 


New York—Supreme Court, 
New York County 


Matter of Thorne, 167 N.Y.S. 2d 211. 


The income of a living trust was pay- 
able to Joel for life and on his death to 
such of Joel’s descendants as were liv- 
ing during a second measuring life. At 
the termination of the trust the princi- 
pal was to be distributed to Joel’s 
descendants in such shares as Joel ap- 
pointed by his will or in default of ap- 
pointment to his descendants in equal 
shares per stirpes. 

Joel died leaving a son who died there- 
after, and Joel’s afterborn grandson is 
the current income beneficiary. Joel’s 
will did not refer to the power of ap- 
pointment but bequeathed his residuary 
estate to his son or if he predeceased 
Joel to Joel’s cousin. Section 18 of the 
Personal Property Law provides that, 
absent contrary intention, property sub- 
ject to a power of appointment passes 
under the donee’s will. The grandchild’s 
guardian argued that since the substi- 
tute residuary beneficiary in Joel’s will 
was an ineligible appointee, Joel did 
not intend to exercise the power. 


HELD: An implied intention not to 
exercise a power can be found only when 
the donee’s will permits no other inter- 
pretation. There is nothing to show that 
the donee had the power of appointment 
in mind when he made his will or that 
he consciously and deliberately omitted 
to exercise it. Under such circumstances 
the statute operates to exercise the 
power in favor of the residuary bene- 
ficiary, and therefore the estate of Joel’s 
son will be entitled to the principal on 
the termination of the trust. 


PowErRS — Limitations — Scope of 
Trustee’s Controlling Power Lim- 
ited 

Pennsylvania—Supreme Court 
Obici Trust, 390 Pa. 180. 


The settlor established a trust for 
charity in 1945. A bank was co-trustee 


but the instrument provided that after 
the death of settlor, which occurred in 
1947, there should always be four indi- 
vidual trustees acting with the corporate 
trustee. Vacancies among the individual 
trustees were to be filled by the remain- 
ing individual trustees. The final para- 
graph of the instrument provided that 
the decision of the individual trustees 
should prevail over the corporate trus- 
tee’s and in the event of disagreement 
among the individual trustees, the de- 
cision of one Rocereto should prevail if 
he were a trustee; if not, then the ma- 
jority should prevail. 


One of the four individual trustees 
in office died. Two of the remaining 
trustees appointed McGough as a suc- 
cessor while Rocereto, the other remain- 
ing trustee, appointed the sister of 
settlor. The corporate trustee recognized 
the latter appointment. The other trus- 
tees filed a petition for a declaratory 
judgment. The lower Court decided that 
Rocereto’s power to resolve disagree- 
ments did not include the power to re- 
solve disagreements over the filling of 
vacancies and recognized McGough as 
the proper succeeding trustee. Rocereto 
appealed. - 


HELD: Affirmed. The power to fill 
vacancies was in the remaining indi- 
vidual trustees. No one co-trustee was 
given a conclusive or binding decisional 
power in this regard. 
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REAL PROPERTY — Rights of Lessee, 
with Option to Purchase, Upon 
Death of Lessor 


Florida—Supreme Court 
Denco, Inc. v. Belk, 97 So. 2d 261. 


 Richbourg leased property for 10 years 
and gave the lessee the right of refusal 
in the event the lessor should determine 
to sell the property during the term of 
the lease. Richbourg died about two 
years after the lease was executed and 
his executor conveyed the land to a pur- 
chaser “subject to all existing leases and 
parties in possession etc.” Upon learn- 
ing of the sale, lessee brought a suit 
against the purchaser and the executor 
of the lessor seeking to have the sale 
set aside and requiring the executor to 
offer the property to the lessee. The 
lower Court dismissed the suit on the 
ground that since no claim was _ filed 
against the estate of the lessor within 
the time prescribed by the statute of non- 


claim, the lessee’s action had _ been 
barred. 
The lessee amended his complaint, 


eliminated the executor as a party de- 
fendant and sought to require the pur- 
chaser to sell the property to the lessee 
upon terms and conditions to be fixed by 
the Court. The purchaser appealed from 
a ruling holding this amended complaint 
good. The lessee apparently did not ap- 
peal from the Court’s first ruling that 
his claim against the estate was barred 
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because of failure to file within the 
period of non-claim. 


HELD: The purchaser took with 
knowledge of all the terms of the lease 
and was bound by the conditional option 
which the lessee held. The Court did not 
decide the question of whether the con- 
ditional option constituted an executory 
contract enforceable against the de- 
cedent’s estate without respect to 
whether a claim was filed within the 
period of limitation. It devoted most of 
its opinion to pointing out that the 
Florida statute of non-claim could not 
be construed to cut off the rights of a 
lessee who had a conditional option. 
The Court’s opinion, in effect, points out 
that claims to specific property may be 
enforced against the property whether 
or not claims based on them are filed 
against the estate. While this must be 
considered dicta in this case, it is in 
accord with prior Florida decisions. 


REVOCATION — Cancellation of Cer- 
tain Portions of Will Does Not Ef- 
fect Revocation of Entire Will 


New Jersey—Superior Court 
In re Parker, 135 A. 2d 678. 


Will contained four paragraphs. Be- 
tween time will was executed in 1942 
and 1956 when it was found, large X- 
marks had been drawn across second 
paragraph. Also, line had been drawn 
through certain of opening words of 
third paragraph. Probate Court admitted 
will to probate and appeal was taken. 


HELD: Appeal dismissed. Burden of 
proving revocation of will falls upon 
party asserting it. Establishing cancella- 
tion of certain paragraphs of will does 
not prove that testatrix intended to re- 
voke remainder of will. Where portion 
of will is cancelled, there is presumption 
that testatrix cancelled portion with in- 
tent to do so. Contestant in probate pro- 
ceeding here failed to establish that 
testatrix intended to revoke entire will 
when she cancelled portions thereof. 


SPouSE’s RIGHTS — Events after 
Death Do Not Affect Estate Ap- 
praisal 


Ohio—Court of Appeals 
In re Estate of Fouts, 145 N.E. 2d 440. 


On the original hearing of the appli- 
cation of the surviving spouse to pur- 
chase real property (an undivided one- 
fourth interest in a farm), the trial 
court admitted and considered evidence 
relating to the taking of part of the 
farm for highway purposes, although at 
the time of decedent’s death the state 
highway department had not done any 
field work preparatory to such taking 
and the first field work was not done 
until four months after death. The pro- 
posed highway work had not been con- 
sidered by the estate appraisers. The 
trial court allowed the surviving spouse 


to purchase at the appraised price, pro- 
vided he paid to the devisees of the 
property one-fourth of the amount of 
money paid by the state for the land 
taken. 


HELD: The court erred in admitting 
evidence of things transpiring after the 
date of death. Appraisement is made as 
of the date of death, and under the Ohio 
statute surviving spouse may purchase 
at appraised value unless appraisement 
was made as a result of collusion or 
fraud or was so manifestly inadequate 
as to prejudice rights of parties in in- 
terest or creditors. The administrator’s 
(surviving spouse) action in failing to 
disclose possible highway appropriation 
was not improper in view of the in- 
definiteness of the proposed taking. 


SPOUSE’s RIGHTS — Right of Separ- 
ated Widow to Family Allowance 


California—Supreme Court 
Estate of Fallon, 49 A.C. 404 (Nov. 19, 1957). 


Widow filed a petition for family al- 
lowance. At the hearing the evidence 
showed that she and the decedent had 
married in 1940 and had filed reciprocal 
divorce actions in 1945. No divorce was 
granted, but the court awarded Mrs. 
Fallon support of $250 a month for one 
year only. The husband made the ordered 
payments for one year and then stopped. 
During the seven years which elapsed 
before the husband’s death, Mrs. Fallon 
moved to British Columbia and received 
no further payments. 


HELD: Order granting family allow- 
ance reversed. While ordinarily the wife 
establishes a prima facie case for al- 
lowance by showing continuance of the 
marital relation until the husband’s 
death, and the right is not ordinarily 
lost because the spouses were living 
apart or because the wife had been sup- 
porting herself without financial aid, 
the widow’s application for allowance 
could not be granted in the absence of 
showing a change in circumstances oc- 
curring before his death. If the court 
had found that circumstances had 
changed sufficiently so that the support 
decree could have been modified during 
the husband’s lifetime, the court could 
properly order family allowance. The 
showing here of changed circumstances 
was insufficient. 


TAXATION — Estate & Inheritance — 
New York Executor Not Required 
to Transmit Assets to England for 
Payment of British Death Duties 


New York—Surrogate’s Court, New York Co. 
Matter of McNeel, N.Y.L.J., Dec. 23, 1957. 


Testator was a U.S. citizen domiciled 
in England. The bulk of decedent’s assets 
was situated in the U.S. and were to be 
administered by New York trustees. The 
English assets were insufficient to pay 
the British Death Duties. The decedent’s 
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will was probated in New York and the 
executor sought instructions as_ to 
whether he was under a duty to transmit 
assets to a representative of the estate 
in England, to pay the balance of the 
Baritish Death Duties. 

HELD: No treaty requires a court in 
England or the U.S. to aid in the col- 
lection of taxes due the other country. 
In the absence of reciprocal agreement, 
no state or nation may enforce the 
revenue laws of another. The executor 
must distribute the assets to the New 
York trustees. 


TAXATION — Estate & Inheritance — 
State Statute Creating Conclusive 
Presumption of Contemplation of 
Death is Invalid 


South Carolina—Supreme Court 
Crawford v. South Carolina Tax Commission, 
opinion filed December 10, 1957. 
Crawford had within three years prior 
to his death made several gifts to his 
son, daughter and others. Sec. 65-464, 


1952 Code, Amended 1955, provides as 
follows: 


“Transfers of property by gift or deed 
between parties related by blood or mar- 
riage, made and completed within three 
years prior to death and without an ade- 
quate valuable consideration, shall be con- 
sidered as taxable transfers under this 
article made in contemplation of death.” 


The Tax Commission construed this 
statute as requiring the assessment of 
the gifts as a portion of the estate, re- 
gardless of the motivation of the gifts 
and regardless of whether they were in 
fact made in contemplation of death. 

Upon appeal to the Supreme Court, it 
was contended by the decedent’s estate 
that this statute was unconstitutional 
and invalid upon the authority of 
Schlesinger v. Wisconsin, 270 U. S. 230, 
and Heiner v. Donnan, 285 U. S. 312. 

HELD: Reversed. The statute was cor- 
rectly construed by the Tax Commission 
and was therefore invalid under the 
quoted authorities. The statute could not 
be construed as creating merely a re- 
buttable presumption, for that could 
have been done by other language when 
the statute was passed. The vice of the 
statute was correctly set out in the 
Heiner case, in that the presumption of 
contemplation of death “is made definite- 
ly conclusive — incapable of being over- 
come by proof of the most positive char- 
acter.” The tax assessment was there- 
fore set aside. 


WILLs — Construction — Meaning 
of “Personal Property” 


California—Supreme Court 


Estate of Graham, 49 A.C. 334 


(Nov. 5, 
1957). 


Graham’s will contained the following 
| rovision: 


“Twelfth: When my said brother shall 


JANUARY 1958 


have died, then the Trustee shall distribute 
the remaining portion of the trust as fol- 
lows: To Jean E. Fitzgerald, the sum of 
Two Thousand Dollars ($2,000.00) and 
any part of the personal property she 
may desire. The residue of my property 
and estate to go to The Salvation Army 
of California, a religious and charitable 
corporation. 


The matter in dispute was the mean- 
ing of the phrase “personal property,” 
Jean Fitzgerald contending that it in- 
cluded all property except realty. The 
trial court found the language ambigu- 
ous and allowed extrinsic evidence as to 
the testatrix’s intention. 


HELD: The quoted phrase included 
only the home furnishings and not stocks 
and bonds. The introduction of extrinsic 
evidence was proper. 


WILLs — Contractual — Where Hus- 
band and Wife Make Parallel 
Wills, Constructive Trust Will be 
Impressed Where Wife Makes New 
Will After Husband’s Death 


New York—Supreme Court, New York Co. 
Oursler v. Armstrong, N.Y.L.J., Jan. 3, 1958. 


A husband and his second wife made 
wills wherein each named the other 
residuary beneficiary and provided that 
if the testator was the surviving spouse, 
the testator’s residuary estate was to 
pass in equal shares to the issue of the 
husband’s two marriages. After the hus- 
band’s death, the second wife made a 
new will wherein she made no provision 
for the issue of her husband’s first mar- 
riage. 

HELD: The evidence shows that the 
issue of both marriages were regarded 
with equal affection by the testators. 
The making of the two wills shows that 
the second wife promised, at least by 
implication, to deal with the husband’s 
residuary estate so as to benefit the 
issue of both marriages. Equity will 
therefore compel the beneficiaries under 
the second wife’s will to hold a portion 
thereof as trustees for the benefit of 
the issue of the first marriage. 


WILLS — Contractual — Promise to 
Bequeath Not Enforceable by Rea- 
son of “Unclean Hands” 


South Carolina—Supreme Court 
Large v. Large, opinion filed Nov. 26, 1957. 


In 1935 the parents of the plaintiff 
committed the plaintiff, then an infant, 
to the complete custody of Mr. & Mrs. 
Large, the deed or instrument providing 
that in consideration of the granting of 
the care, custody, maintenance and con- 
trol of the infant to the Larges, they 
would “by proper devise and bequest,” 
make the plaintiff equal with their own 
children in the distribution of their 
estate. Mr. Large died childless and in- 
testate, and his estate was about to be 
distributed as an intestate estate among 
his widow and brothers and sisters. 


This action was brought by the plain- 
tiff contending that the aforesaid deed 
created a contract to devise, and that 
the plaintiff was entitled to specific per- 
formance thereof. The defense was set 
up that if such a contract to devise was 
created, the plaintiff was not entitled 
to the help of equity for the reason that 
he had been guilty of bad conduct, had 
been committed to the State Industrial 
School, had thereafter misrepresented 
his age and enlisted in the National 
Guard, and after his return he had left 
the Larges because of their attempts 
to exercise parental control. The Cir- 
cuit Court found that the plaintiff’s 
conduct was of such an unfilial charac- 
ter as to deprive him of the interposition 
and help of the Court of Equity. 


HELD: Affirmed. Without deciding the 
correctness of the premise that there 
was an implied agreement on the part 
of the plaintiff to render filial obedience 
to his foster parents, there being no 
appeal from that feature and that being 
the law of the case, the evidence was 
sufficient to sustain the verdict of the 
Circuit Court. 


WILLs = Probate Burden of 
Proof on Contest Appeal 


New Mexico—Supreme Court 


In re Owen’s Estate, 316 P. 2d 1077. 


An instrument purporting to be the 
last will of decedent was filed for probate 
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and at the hearing thereon, at which ap- 
pellant appeared, was admitted to pro- 
bate. Thereafter appellant filed a _peti- 
tion praying that the order admitting 
the will to probate be set aside for the 
reason that the decedent was not of 
sound mind, and he was coerced into 
signing the instrument by undue influ- 
ence of respondent. This petition was 
denied and an appeal taken to the Dis- 
trict Court where the cause was tried to 
the court which entered an order dis- 
missing the appeal. Appellant appeals, 
contending the hearing in the District 


Court was de novo and that the pro-. 


ponent of the will failed in proof estab- 
lishing its validity. 

HELD: Affirmed. Appeals from con- 
test of will after probate are de novo 
to District Court. In appeal to District 
Court appellant had same burden of 
proof he had in his original contest. 
Issues in contest are limited by con- 
testant’s petition and he cannot now 
assert that respondent failed to make 
out a case. The bruden was on con- 
testant. 


WILLs — Probate — Document Not 
Entitled to Probate When Not 
Executed or Acknowledged in 
Presence of Witnesses 


Tennessee—Court of Appeals, Western Division 
In re Wait’s Estate, 306 S.W. 2d 345. 


The will contained an attestation clause 
reciting that it had been executed by 
testatrix in the presence of the two sub- 
scribing witnesses and that all of the 
other statutory requirements for execu- 
tion had been met. When the will was 
offered for probate, however, both sub- 
scribing witnesses testified that the tes- 
tatrix had not actually signed the will 
in the presence of either of them. Both 
testified that the testatrix showed the 
will to them, and touched her pen to the 
will at the place indicated for her sig- 
nature. She was so feeble and nervous 
at the time, however, that she stated 
she could not sign her name and that 
she would sign it later when she could 
control her hand. The two witnesses 
thereupon signed the will in the presence 
of the testatrix and of each other. 

A few days later this testatrix did 
sign her name to the will and told one 
of the witnesses that she had done so. 
Neither of the witnesses could testify 
that the testatrix had actually made a 
mark on or written anything on the will 
in their presence because when she 
handed the will to them for signature 
she had placed a piece of paper over 
the line indicated for her own signature. 
The probate court held that the will was 
not entitled to probate. 

HELD: Affirmed. Testatrix did not 
sign the will in the presence of the two 
witnesses nor did she acknowledge a 
signature already made by her or direct 
that some other person sign her name 
for her, as required by the Uniform 
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Wills Act. Even if the proof showed 
that the testatrix had attempted to make 
a signature by mark on the paper writ- 
ing, clearly in the present case the testa- 
trix did not consider that she had ex- 
ecuted the document at the time when 
she asked the witnesses to sign. At some 
later date, she apparently did actually 
sign the will, but not in the presence 
of witnesses, and she acknowledged her 
signature to only one of the witnesses. 
The proof fails to show a substantial 
compliance with the statutory require- 
ments. 


STATE BANK SUPERVISORS NAME 
DIRECTOR 


The National Association of Super- 
visors of State Banks has appointed 
Hollis W. Burt as executive director of 
its first full-time office, in Washington, 
D. C. The appointment resulted from a 
two-year study conducted by a subcom- 
mittee of which George A. Mooney, New 
York State Superintendent of Banks, is 
chairman, to determine the desirability of 
maintaining such an office. Mr. Burt had 
been executive director of the Consumer 
Bankers Association. 
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State, Municpal and Public Housing 
Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
in fiduciary capacities a well rounded service 

in this type of investment. Inquiries will receive 

the personal attention of experienced officers. 


Bond Department 
THE 


CHASE MANHATTAN 
BANK 


CHARTERED 1799 
Head Office: 18 Pine Street, New York 15 


Member Federal Deposit Insurance Corporation 





Youll find his business is your business... 


Because the Connecticut General man’s business 
has one aim: to be of invaluable service to your 
client . . . to be of help to you, the attorney. 


To realize this aim, the CG man spends hours pre- 
paring for his first meeting with a lawyer. Practi- 
cal, intensive research stands behind the plan he 
brings you. 


In it, your client’s every asset is listed and evalu- 
ated. By today’s standards, is every asset arranged 
to give your client's estate top productivity in the 
future? Whenever the answer is no, the CG man 


makes specific recommendations for a more 
productive arrangement. 


You may look forward to the CG man’s first visit 
with only mild curiosity. Often, however, this visit 
will prove so profitable to a lawyer and his client, 
the CG man becomes a frequent and welcome 
visitor for many years to come. 

Connecticut General Life Insurance Company, 
Hartford, Connecticut. 
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